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AUTOMOBILE PRICE LABELING 


MONDAY, APRIL 21, 1958 


Untrep Srates SENATE, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
SUBCOMMITTEE ON AUTOMOBILE MARKETING, 
Washington, D. C. 

‘The subcommittee met at 10:10 a. m., Senator A. S. Mike Monroney 
presiding. 

Senator Monroney. The Subcommittee on Automobile Marketing 
of the Interstate and Foreign Commerce Committee will be in session. 

This subcommittee was appointed by Chairman Magnuson in Feb- 
ruary 1955. Its members are Senator Payne, Senator Thurmond, and 
myself. It has made the most exhaustive study of automobile market- 
ing practices ever undertaken by Congress, having taken nearly 2,000 
pages of printed testimony and having concluded extensive back- 
ground studies—most notably the compilation and codification of some 
20,000 questionnaire replies from automobile dealers. 

During the spring session in 1956 the subcommittee held hearings 
on factory-dealer relationships. Some 49 major reforms were volun- 
tarily entered into by the automobile manufacturers as a result of the 
spotlight which the subcommittee put upon this problem. Included 
among these reforms was the breakdown of the old “phantom freight” 
basing-point system, whereby all automobiles were charged with 
freight from Detroit regardless of where they were made. This made 
a difference to the American public—outside the Detroit area—of some 
$212 milliona year. Also, major contractual reforms—especially with 
regard to cancellation of dealers’ contracts—were effectuated during 
1956. 

Last year the subcommittee turned its attention to finance and in- 
surance practices in the sale of automobiles. With the aid of the 
Association of Better Business Bureaus and the National Better Busi- 
ness Bureau, the subcommittee exposed the multi-million-dollar over- 
charges which certain insurance companies, through their parent 
automobile finance companies, had taken from the American public. 
These companies have assured the subcommittee that they are doing 
everything they can to repay the money overcharged. We intend to 
complete our hearings at a later date with regard to automobile finance 
and insurance. 

I would now like to emphasize the importance of the history of auto- 
mobile production and marketing. 

There is no segment of our economy that is more important than 
the automobile business. Ten percent of the national income is spent 
for the purchase and operation of automobiles. There is about 1 car 
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for every 3 persons in the United States. In the world at large, in- 
cluding the United States, there is only about 1 car for every 40 
persons. 

One out of every seven persons in the United States is employed in 
the highway transport industries such as motor vehicle parts, car 
manufacturing, crude and refined petroleum products, sales and serv- 
icing of automobiles, and so forth. 

Furthermore, the effect of automobiles on other industries is tre- 
mendous. One ton of steel out of every five produced in the United 
States goes into the manufacture of caneusilice. More than one- 
third of all radios go into automobiles. Over 134 million pounds of 
cotton were used in automobiles in 1954. 

With the increase in suburban living, the use of automobiles is be- 
coming more and more essential for the citizens of the United States. 
Eighty-five percent of workers living 10 or more miles from their 
jobs now depend on automobiles to get to their work. The amazing 
thing about all of this is that it has all been done—it has all come 
about—in my lifetime. The rate of present expansion staggers the 
imagination. This makes us realize the industry is still in its infancy. 

In 1956 auto retail sales amounted to $50 billion. In that year it 
used: Sheet steel, 42 percent of the Nation’s consumption; bar steel, 24 
percent of the Nation’s consumption; strip steel, 23 percent of the 
Nation’s consumption; natural rubber, 65 percent of the Nation’s con- 
sumption ; synthetic rubber, 61 percent of Nation’s consumption ; cop- 
per, 7.1 percent of the Nation’s consumption; lead, 42.4 percent of the 
Nation’s consumption ; zinc, 28.2 percent of the Nation’s consumption ; 
upholstery leather, 71.5 percent of the Nation’s consumption; nickel, 
13.6 percent of the Nation’s consumption; enough glass for 5 million 
homes; insurance premiums amounted to nearly $5 billion. 

States receive about 30 percent of total revenue from auto taxes. 

Estimated total employees—all new-car dealers—750,000. 

Estimated total retail sales by all new-car dealers in 1957—$32 
billion. 

Estimated vehicles registered in the United States, December 31, 
1957—67,200,000. 

Estimated total number of licensed drivers in 1957—80 million. 

One business in six is automotive. 

You can see from this brief sketch of the economics of the automo- 
tive industry, there is no industry that has a greater bearing on Amer- 
ica’s prosperity or on America’s recession than does the automobile 
industry. When the automotive industry is sick, the Nation’s economy 
is sick. It is for this reason that the Congress is properly concerned 
with the things that go on in the automotive industry. 

Now the subcommittee turns to another phase of automobile 
marketing. 

It is customary that an opening statement be made regarding the 
scope of the hearings. Today I am not going to do that, except to say 
that we are going to hold hearings on S. 3500. This is a bill, introduced 
by myself and Senator Thurmond as authors, which would require 
automobile manufacturers to put a sticker on the windshield of every 
new car disclosing the following information: its description, the final 
assembly point, the name of the dealer to whom it is first delivered, the 
method of transportation used in making the delivery, the retail deliv- 
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ered price of the automobile and each accessory, the transportation 
charges, and the total delivered price. 

The text of the bill will, without objection, be inserted in the record 
at this point. Also, please include the remarks I made on the Senate 
floor at the time of its introduction. 

(S. 3500 and the above-mentioned remarks are as follows :) 


[Congressional Record, Senate, p. 3997] 


DISCLOSURE OF CERTAIN INFORMATION IN CONNECTION WITH DISTRIBUTION OF 
NEW AUTOMOBILES 


Mr. Monroney. Mr. President, on behalf of myself and the Senator from 
South Carolina (Mr. Thurmond), I introduce, for appropriate reference, a bill 
to require labels on automobiles, spelling out such things as freight charges, 
method of shipment, and the retail price suggested by factories to dealers. 

The bill would thus require automobile manufacturers to make public their 
suggested retail prices on new cars rather than keeping these prices secret. 

It would not remove the opportunity for retailer and purchaser to engage in 
that great American sport of bargaining over prices of both the new car and the 
trade-in. But it would arm the presently bewildered car buyer with some 
necessary facts, and would do away with the advantage held now by a few 
unscrupulous dealers. Presently the dealer who is honest about the so-called 
list price cannot compete with the one who “packs” several hundred dollars 
extra into it so he can pretend to give more on the trade-in. 

This proposal would remove the secrecy about a new car’s price by a public 
label and revealing other facts of importance to the consumer would provide 
immediate improvement to the car market by helping to restore public confidence 
in car selling practices. 

At present, how does one find out what a car costs? It is simply fantastic 
that the most wanted product in the world should have become a hydromatic pea 
in a Madison Avenue shell game. We can find out about hydromatics, merco- 
matics, dynaflow, torsion bar suspension, seat lifts with a memory, and even 
dual and triple jet fuel injection, but the one simple fact we really want to 
know—how much does the darn thing cost—we cannot find out at all. 

The proposed label would include the name, make, model, serial number, 
freight charge, final assembly point, method by which the car had been trans- 
ported, and the dealer to whom shipped, as well as price. 

The ACTING PRESIDENT pro tempore. The bill will be received and appropri- 
ately referred. 

The bill (S. 3500) to require the full and fair disclosure of certain information 
in connection with the distribution of new automobiles in commerce, and for 
other purposes, introduced by Mr. Monroney (for himself and Mr. Thurmond), 
was received, read twice by its title, and referred to the Committee on Interstate 
and Foreign Commerce. 

Mr. Payne. Mr. President, will the Senator yield? 

Mr. Monroney. I yield to my distinguished colleague, who is a member of the 
Subcommittee on Automobile Marketing Practices of the Committee on Inter- 
state and Foreign Commerce. 

Mr. Payne. My colleague was very kind and courteous to me, as he always is, 
when he offered me an opportunity to cosponsor this particular piece of pro- 
posed legislation. While I am not joining as a cosponsor, as I explained to my 
colleague from Oklahoma, I feel that the proposal has considerable merit. 
There are many features of it which I believe should be gone into very care- 
fully by the committee. There certainly is a field which needs to be explored 
in this regard. I gain that impression not only from my work on the com- 
mittee, but also from some experience which I have had in the automotive 
field. While I have not joined as a sponsor, I am very sympathetic to the aims 
and objectives of the proposed legislation, and certainly will work very closely 
with my colleague in connection with hearings on the particular bill. 

Mr. Monroney. I deeply appreciate the comment by my distinguished col- 
league from Maine. This is merely a starting point. Hearings will be held, 
and the bill will be subject to such amendments as the trade and the public 
may have to suggest. 

I think it is peculiar, indeed, that such great institutions as the Ford Motor 
Co., which spends hundreds of thousands of dollars in advertising through 
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double-page spreads in the Saturday Evening Post to the effect that the new 
4-seated Thunderbird can be bought for $56 a month, will not tell us what the 
car costs. A few people might want to know what the car costs, perhaps with 
the idea of paying cash for it rather than buying it on payments extended over 
3 years, with the interest almost equaling the price of the car. 

The automobiles being manufactured today are the most wanted product 
which the American people desire; and yet I defy any Member of the Senate 
or of the public to tell me what the suggested retail price of any car is. 


[S. 3500, 85th Cong., 2d sess.] 


A BILL To require the full and fair disclosure of certain information in connection with 
the distribution of new automobiles in commerce, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Automobile 
Information Disclosure Act’. 
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DEFINITIONS 


Sec. 2. For purposes of this Act— 

(a) The term “manufacturer” means any person engaged in the manufacture 
of new automobiles for distribution in commerce. 

(b) The term “person” means an individual, partnership, corporation, business 
trust, or any organized group of persons. 

(c) The term “automobile” includes any passenger car, station wagon, bus, 
truck, trailer, and semitrailer, and, if the chassis and body of an automobile, 
station wagon, bus, truck, trailer, or semitrailer are delivered as separate units, 
also includes each separate chassis and body. 

(d) The term “new automobile” means an automobile the title to which has 
never been registered under the laws of any State, Territory, or possession of 
the United States, or of the District of Columbia, or under the laws of any foreign 
country or political subdivision thereof, by any person other than by the 
manufacturer of such automobile in his capacity as the manufacturer, the im- 
porter of such automobile in his capacity as the importer, or a dealer in his 
capacity as a dealer. 

(e) The term “dealer” means any person engaged in the sale of new automo- 
biles which were manufactured or imported by a manufacturer or importer who 
sells new automobiles in commerce, but does not include (1) a manufacturer 
with respect to automobiles manufactured by him and sold to a dealer, or (2) an 
importer of automobiles with respect to automobiles imported by him and sold 
to a dealer. 

(f) The term “final assembly point” means— 

(1) in the case of a new automobile manufactured or assembled in the 
United States, or in any Territory of the United States, the plant, factory, 
or other place at which a new automobile is produced or assembled by a 
manufacturer and from which such automobile is delivered to a dealer in 
such a condition that all component parts necessary to the mechanical opera- 
tion of such automobile are included with such automobile, whether or not 
such component parts are permanently installed in or on such automobile ; 
and 

(2) in the case of a new automobile imported into the United States, the 
port of importation. 

(g) The term “ultimate purchaser” means, with respect to any new automobile, 
the first person, other than a dealer purchasing in his capacity as a dealer, who 
in good faith purchases such new automobile for purposes other than resale. 

(h) The term “commerce” has the meaning given to it by section 4 of the 
Federal Trade Commission Act (15 U.S. C. 44). 


LABEL AND ENTRIES REQUIRED 


Sec. 3. Every manufacturer and importer of new automobiles distributed in 
commerce shall, prior to the delivery of any new automobile to any dealer, firmly 
affix to the windshield of such automobile a label on which such manufacturer 
shall endorse indelibly true and correct entries disclosing the follollwilng infor- 
mation— 

(a) the name, make, model, and serial number of such automobile; 

(b) the final assembly point of such automobile ; 

(c) the name, and the location of the place of business, of the dealer to 
whom such automobile is to be delivered ; 
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(d) the method of transportation used in making delivery of such auto- 
mobile ; and 
(e) the following information: 
, (1) the retail delivered price of such automobile suggested by the 
actory ; 

(2) the retail delivered price suggested by the factory for each ac- 
cessory or appliance physically attached to such automobile at the time 
of its delivery to such dealer which is not included within the price of 
such automobile as stated pursuant to paragraph (1) ; 

(3) the amount charged to such dealer for the transportation of such 
automobile from the final assembly point to the place of business of such 
dealer ; and 

(4) the total amount of the prices specified pursuant to paragraphs 
(1), (2), and (8). 

PENALTIES 


Sec. 4. (a) Any manufacturer or importer of automobiles distributed in com- 
merce who willfully fails to affix to any new automobile manufactured or im- 
ported by him the label required by section 3 shall be fined not more than $1,000. 
Such failure with respect to each automobile shall constitute a separate offense. 

(b) Any manufacturer or importer of automobiles distributed in commerce 
who willfully fails to endorse indelibly any label as required by section 3, or who 
makes a false endorsement on such label, shall be fined not more than $1,000. 
Such failure or false endorsement with respect to each automobile shall con- 
stitute a separate offense. 

(c) Any person who willfully removes, alters, or renders illegible any label 
affixed to a new automobile pursuant to section 3, or any endorsement thereon, 
prior to the time that such automobile is delivered to the actual custody and 
possession of the ultimate purchaser of such new automobile, shall be fined not 
more than $1,000, or imprisoned not more than one year, or both. Such removal, 
alteration, or rendering illegible with respect to each automobile shall constitute 
a separate offense. 

EFFECTIVE DATE 


Sec. 5. This Act shall take effect on the first day of the sixth month beginning 
after the date of enactment of this Act. 


RETAIL PRICING OF NEW AUTOMOBILES 


Mr. Monroney subsequently said: Mr. President, earlier today I introduced 
a bill which will return the automobile industry to a system of advertised-de- 
livered pricing and put suggested retail price tags on new cars. 

For almost a score of years as the great automobile industry developed into 
a major heavy industry it was the custom of the factories to advertise the prices 
of cars, so that any buyer could clearly know what the suggested or advertised 
retail price of the car was. 

For the past several years, we have seen such advertising, which was so 
valuable to the public as a gage to the price of the car, disappear from the 
colored one-page or double-truck advertisements of the automobile companies. 
Today practically no major automobile manufacturer and practically no retailer 
ever advertises the suggested retail price of the automobile. 

For the past several weeks a committee of the Senate has been involved in an 
inquiry which has raised the question, are car prices too high? 

Numerous witnesses recently appeared before the Senate Antimonopoly Sub- 
committee hearing ably chaired by the Senator from Tennessee [Mr. Kefauver]. 
Walter Reuther, president of United Auto Workers, says the price of cars ought 
to be cut $100. One hundred dollars from what? Harlow Curtice says car 
prices are not too high. Ford Motor Co. agrees. So do the other manufacturers. 
Mr. President, these gentlemen did a good job in presenting their own viewpoints 
about who should get what share of the money that you and I pay for cars. 
They disagreed mainly on how the money should be divided. Mr. President, 
I think the public can be excused if their primary concern is in the amount of 
money they put up in the first place. 

How does one find out what a car costs? It is simply fantastic that the most 
wanted product in the world should have become a hydromatic pea in a Madison 
Avenue shell game. 

The bill I now present would require automobile manufacturers to make 
public certain things which the purchaser has a right to know in order to make 
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an informed purchase. This would not do away with the great American sport 
of bargaining over the prices of both the new car and the trade-in, but it would 
let the customer know where to start. 

A label affixed to the windshield would show the name, make, model, and 
serial number of the car; the assembly plant, the dealership to which delivered ; 
and the method of transportation. 

On the label would be stamped the advertised retail price which was sug- 
gested by the factory, including the freight charges and the retail price of the 
attached accessories. 

If one walks within 10 feet of the door of an automobile showroom, he will 
get an hour’s lecture on the details of hydromatics, mercomatics, dynaflows, 
powerglides, twin-beam headlamps, torsion bar suspension, torsion air suspen- 
sion, two- and four-way seat lifts with a memory, dual and triple carburetors, 
and even jet fuel injection. 

One can find out about convertible hardtops, hardtop convertibles that do 
convert, hardtop convertibles that do not convert, power steering, power brakes, 
power windows, and a lot about horsepower. 

But the one simple fact that he really wants to know—how much does the 
darn thing cost?—he cannot find out at all. It may help a little if one is an 
ex-F BI agent charged with vitamin pills, a jet-propelled slide rule, and a library 
full of blue books, green dooks, orange books, and red books—assisted by a doctor 
of philosophy in mathematics. 

Not only is the car buyer unable to determine the factory-advertised price 
of the car; no one is able to tell him, in advance, how much the finance charges 
or insurance will be. Indeed, he may not even see his insurance policy until 
weeks after he has bought the car. 

The Senator from South Carolina [Mr. Thurmond], the Senator from Maine 
[Mr. Payne], and I have spent 3 years making the most comprehensive study 
of automobile marketing that Congress has ever undertaken. We held ex- 
tensive hearings, and we hoped, as a result of the facts developed, that the 
industry would find its way out of the oriental bazaar without the necessity of 
Federal legislation. In that hope we have been gravely disappointed. 

Recent editorials in Advertising Age magazine of December 30, 1957, and 
January 27, 1958, suggest that the traditional American system of honest sales 
for an honest price has deteriorated into the economic jungle of a Middle East 
bazaar, in which everything, including price, is a mystery. They reprint a 
newspaper advertisement offering for a charge of $5 to supply the prospective 
car purchaser the services of a car shopper who will get, in writing, 4 competi- 
tive quotations from authorized new-car dealers. 

Other ads, from the Wall Street Journal of December 12, 1958, offer—for a 
fee—to supply information as to the automobile dealer’s wholesale delivered costs. 
Thus we have come to the point where one must have a guide through the auto- 
mobile marketing jungle. 

I believe I speak for the public when I say it would be a pleasure to have 
a price label on cars. I think the people would heave a sigh of relief if they 
could go to a showroom and see what the advertised selling price is. In fact, 
much of the current slump in car sales is caused by plain old fear, or perhaps 
revulsion, on the part of the prospective car buyer. The car market today 
with disposable personal income at almost record levels—would be immediately 
improved if public confidence in car-selling practices could be restored. 

Mr. President, I ask unanimous consent that the editorials and advertisements 
be printed at this point in the record. 

There being no objection, the editorials and advertisements were ordered to be 
printed in the record, as follows : 
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“EXHIBIT A 
“(From Advertising Age of December 30, 1957] 


“THE BIGGEST MARKETING PROBLEM OF 1958 


“Tt could be that we are losing out perspective. But the more we think about 
it, the more we are convinced that the biggest marketing problem in America 
revolves around the marketing of automobiles. 

“We don’t mean precisely how many will be sold in 1958, either. That is im- 
portant to the economy—extremely important. But, what is infinitely more 
important, it seems to us, is how they are sold. 
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“The American economy has evolved, through a couple of centuries, on the 
basis of trust and confidence; of clearly defined costs and prices; of standard- 
ized products available from trustworthy producers and dealers at identifiable 
prices and under clearly ascertainable terms. 

“Through the past half century, the automobile industry has been a leader 
in helping to develop this orderly concept of marketing on the American scene, 
a concept under which the buyer had less reason to beware than under any other 
previous set of conditions. And now this self-same automobile industry has led 
the way to a breakdown of all these concepts and a return to the economic 
jungle of a Middle East bazaar, in which everything, including price, is a mys- 
tery. Customers are no longer customers in the traditional American sense; 
they are traders and bargainers, pitting their puny knowledge and their buying 
skills against the experts, in a game which is rapidly discarding all semblance 
of rules. 

“No one knows any longer how much an automobile costs—any automobile. 
No one knows what equipment and gadgets belong on an automobile; what 
items are included in the cost and what items are available on option, at extra 
cost. No one knows what a trade-in is supposed to be worth. And no one, un- 
derstandably, believes a word of the retail price advertising of automobiles that 
appears every day in our newspapers and over our air waves. 

“With perfectly straight faces, dealers advertise “savings up to $2,000” on 
cars that sell, altogether, for $3,500 or $3,600; with the utmost contempt for 
facts and for even the most elementary factors of human decency, they use 
weasel words and doubletalk to snare the unwary buyers, who have no way of 
knowing what they are supposed to pay. 

“Whose fault is all this? It all depends, of course, on whom you ask. But 
one great big step to cut out all the doubledealing could be taken by manufac- 
turers and should be taken by manufacturers. The buyer has a right to know 
what new cars are supposed to cost ; what is standard equipment and what is not— 
and the manufacturers have an obligation to tell them. And don’t tell us, please, 
that this can’t be done. Approximate prices can be quoted; they have been in 
the past, and they can be now. 

“If we don’t clear up this enormous area of economic jungle on the marketing 
scene, we can expect this jungle to encroach further and further on the market- 
ing civilization we have so laboriously hacked out over a couple of centuries. 
Already the jungle has overrun enormous areas of our market place. We can’t 
wait any longer to start beating it back again.” 





“EXHIBIT B 
“[TFrom Advertising Age of January 27, 1958] 
“TOOLS FOR AUTOMOTIVE JUNGLE 


“In the December 30 issue, Advertising Age said editorially that the biggest 
marketing problem of 1958 is how, rather than how many, automobiles are sold. 
We said that the marketing of automobiles has now reached a condition ap- 
proximately like “the economic jungle of a Middle East bazaar, in which every- 
thing, including price, is a mystery.” 

“The editorial apparently hit a responsive chord. It has been reprinted by 
a couple of newspaper financial columnists, and commented upon by several 
editorial writers. Its appearance has also resulted in a couple of very interest- 
ing pieces of mail reaching us, which bear out our original assertion that buying 
a car now forces Americans to become ‘traders and bargainers, pitting their 
puny knowledge and their skills against the experts.’ One of these pieces of mail 
is reproduced here. For $5 Jadar will get the puzzled buyer 4 quotations on a 
ear, thus saving the buyer a bit of the slogging from dealer to dealer which 
otherwise is involved. 

“The other is a classified ad from a New York paper, in which Auto Costs 
Publications offers the puzzled auto shopper a book which ‘gives you the whole- 
sale prices of 1958 cars and equipment,’ so that the buyer can ‘get in the driver’s 
seat and save hundreds of dollars’ when he buys a new Car. 

“This is utterly and completely ridiculous. What kind of economy do we live 
in where such tools as these are hopefully offered to shoppers as protection 
against lack of elemental price knowledge? We suggested originally, and we 
suggest again, that the public has a right to know what new cars are supposed 
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to cost, and what is standard equipment and what is not—and that manufacturers 
have a clear-cut obligation to tell them. 

“They are not living up to that obligation now, but they ought to be. The 
public ought to begin a sensibly close approximation of prices on all models and 
all gadgets, and the ridiculous price advertising and silly wheeling and dealing— 
much of it based on phony prices to start with—of dealers ought to be stopped, 
or curtailed. 

“Letting the public in on the secret of what the cars ought to cost is the 
logical and most important first step on the road to marketing sanity.” 


“Now Buy Your New Car IN COMPLETE CONFIDENCE 


“Let us do your shopping for you and secure for you, in writing, four 
competitive quotations from authorized new car dealers. 

“Write or call today for more information and the order form. 

“State your preference on the form and return it back to us. We will then 
solicit, by mail, four quotes for you on the model of your choice. 

“Introductory offer fee, $5. 

“JADAR QuotT-A-CAR SERVICE. 
“CxHrca@o, Int.” 


“ExurBit C 
{From the Wall Street Journal of December 13, 1957] 


“NINE HUNDRED PERCENT RETURN TO NEw Caz Buyers ON Your $10 INVESTMENT * 


“That’s right—investment of $10 in a copy of Auto Costs will net you at 
least a 900-percent return. Auto Costs gives you the exact wholesale cost of all 
new 1958 cars and their equipment. It puts you in the driver’s seat when you 
buy a new car—you can’t be fooled—you may save hundreds of dollars. All 
model and price changes are included free. Send $10 for a 1-year subscription 
or only $18 for an economy 3-year subscription. 

“Auto Costs. 

“New York, N. Y.” 


“New Caz BUYERS 


“Thousands saved money last year. You, too, can protect your pocketbook. 
Tell us make of car you plan to buy and we'll. send you dealer’s wholesale 
prices, including options and accessories, with instructions for figuring a fair 
deal in your locality. Send $1 for each make of car. 

“COOPERATIVE RESEARCH. 

“Detrorr, Micn.” 


“NINE HUNDRED AND HicHty-Four”’ Percent Profit oN Your $1 INVESTMENT 


“If you plan to buy a new car, tell us the make and we will send you whole- 
sale prices on all body types, options, and accessories, with instructions for fig- 
uring a reasonable retail price including freight, taxes, and a fair markup for 
the dealer. You may save $200 or $300. Many of our customers have. In any 
case you will have the satisfaction of knowing what sort of a deal you made. 
With our report in hand you won’t have to worry about packed prices and other 
sharp dealer practices. You can’t bargain effectively without accurate price 
information. If you save only $10.84 in a car deal, you will have made $9.84 on 
your $1 investment. 

“Send $1 for each make of car. 

“Auto Price REpPorTS. 

“Derrorr, MicH.” 


Mr. THURMOND. Mr. President, will the Senator yield? 
Mr. Monroney. I am glad to yield. 


“1 If you save only $100 in a car deal, you will have made $90 on your $10 investment.” 
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Mr. THURMOND. I thank my friend the distinguished Senator from Oklahoma 
(Mr. Monroney) for his kind reference to me. 

It has been an unusual pleasure to work with the Senator from Oklahoma 
on this important subcommittee. He has worked tirelessly and assiduously. 
I think the people of the United States should be greatly indebted to him for 
the magnificent service he has rendered in bringing to light the unsavory mar- 
keting practices in the automobile business. I think the achievements of the 
subcommittee are a great contribution to the public welfare. 

Mr. Monroney. I thank my distinguished colleague, and fellow committee 
member, who also is a cosponsor of the bill about which I am speaking. The 
junior Senator from South Carolina helps to protect the most vital segment 
of our small-business community. He has fought determinedly for small busi- 
ness. 

If we do not make certain ground rules against hitting below the belt in the 
merchandising of the most desirable product which America produces, a new 
automobile, then Congress will be guilty of turning its back on one of the last 
great hopes for the survival of small business. 

The unscrupulous operators, in their greater degree of unprincipled activi- 
ties, could exploit the public into believing that a car which has an advertised 
factory list price of $3,000 is really a $4,500 car, and that by giving the prospec- 
tive buyer a $1,000 allowance on the old jalopy, he is getting a bargain, because 
the legitimate dealer will allow him only $350. 

In other words, by marking up the list price of an automobile to an unrealis- 
tic amount—which is done repeatedly by unscrupulous automobile dealers— 
they are able to offer far more for trade-ins than can be offered by scrupulous 
dealers who wish to sell new automobiles at honest prices and to allow honest 
amounts for the old automobiles that are traded in. 

But under the system which has developed in the “oriental bazaar,” mislead- 
ing pricing practice that is engaged in at the present time, the legitimate dealer 
is penalized, and at the same time the purchaser of the automobile is subjected 
to deceit and fraud in connection with his purchase. 

Mr. President, I have talked to automobile dealers in half the States in the 
Union, and I have rarely found one who wishes to see such practices continued 
by the great American automobile industry. This industry has put into the 
hands of the American people more automobiles than the automobile industry of 
any other country has ever dreamed of putting in the hands of their people. 

The dealers wish to hold their heads high, as self-respecting businessmen who 
are honest in their advertised words and in their statements. 

But the current practice, which a few automobile dealers have forced upon 
the industry, makes it impossible for the average citizen to know exactly what 
is the list price of any of the various models and makes of automobiles. 

Mr. President, last December, in order to ascertain just how one finds the 
retail price of an automobile, a member of the subcommittee staff sent $1 in 
answer to one of the advertisements which I have just inserted in the record. 
In return, he received certain documents, which I now ask unanimous consent 
to have printed in the record. 

There being no objection, the data were ordered to be printed in the record, 
as follows: 

“EXHIBIT D 


“INSTRUCTIONS ESTIMATING APPROXIMATE RETAIL PRICE 


“To the cost at the factory of the appropriate body type and series, add the 
cost of the accessories and options as shown on the opposite side of this sheet 
and mark up the total by 30 percent to reflect the full suggested retail margin. 

“Then list the prices of any special services which you may desire such as 
undercoating, antifreeze, dealer preparation, or waxing. To this must be added 
the freight from the main factory location of the make to your city which is 
approximately $10 plus 20 cents a mile for the first 150 miles plus 5 cents a 
mile thereafter, but not more than $125 for Ford, Chevrolet, and Plymouth. 
The freight goes up in proportion to weight for heavier cars. 

“To the grand total of the items listed above must be added the loval sales 
tax, if any, and the charge for the license or registration fee and title papers, 
to arrive at total delivered price. All Federal taxes are included in the cost 
figures. 

“A Michigan business review study indicated that 1 customer in 6 paid 
more than the suggested delivered retail price as computed above, while about 
one-third of all customers secured a discount from this price of $200 or more 
on low-priced cars. 
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“Dealer cost of 1958 model Lincoln and major accessories 


“MODEL AND BODY TYPE AND DEALER COST 
Capri series: 


RY al RE A eS A a idan i all $3, 755 
aati eee te gla eagle: lll Ag i 3, 755 
Tee a csmereidpenmbemmmeiaenn anne 3, 645 
Premier series : 
eee 4, 225 
I cust ovemee ssa ile 4, 225 
I oe ee 4, 085 
Continental : 
a SG i sammie enon ae Ei acs 4, 615 
SE SRLS EEE IE ES SL a a 4,615 
a i cs allncnisalce gino tounsnvg- sade ‘Ra a ey 4,425 
Nee nnn en 4,775 
ACCESSORIES AND OPTIONS, DEALER COST 
Tires: 
aa URE UR REIS, OT OUI Ra cto erie er rege wires $64. 95 
Nylon white side walls, 9.50 over 9.50_...______.____-_________ wie 1 0, 05 
Rayon White side walls, 9.50 over 9__...._..__.__..______ ee ae 42.10 
Bavon white side. walis, 9.50. over 0.50.......—.....-_...-.. 42.10 
ae acs ston Badhcg meoninre >, 4 20 
ES eS TIS ee nD 104. 00 
I teehee 22. 35 
I castes veep mmemneciie 33. 85 
Nee Ik shine Sone camels insedbimm inet dntini 38. 00 
I ta hh tides enntnica decrees ba Gaal 33. 00 
Power seat, 6-way, Premier and Continental___.._..._____________ 34. 70 
IN I a Ss hveal t coneta panicle pnareeeriacsveh-obepprantyly doeengchde 81. 75 
I hd cabs cee nipitn ibaa hvac derbenakll 51. 00 
I MI NN el Na all nisi pn vad maeietsae ated aes dite ape as aes Sa nsig cto 92. 40 
Sica Ta ak EN iene lita Sa cic al sneer ttpem egipiteivestsonmniin en ly vena 134. 55 
a i sacl ha i Salles Bhedinininitpe cad imian ap sinayinitpeg onanaio _-. 99.00 
IU IE, a dheetnati phdipwcalpncinijultes ain ete aseermmndimeeerey wrmcntide 8. 30 
ll cr Late Sree basen sntinthe Glew cin quem nsawedlp 8. 30 
CR CUE a ss didi he seis heii ke beens ie news eonmn 20. 65 
Pimeshed ee aero ne ic 5 oes hs en wee ee 44. 00 
ORR IRS COI iis Sis Rak nis ein cee 5 mii swmicess 5. 58 
Leather trim. (standard convertible).....—.....................-. 76. 75 
ee, CRETE OC BICONE ao ois iin os ck Si Ski een 23. 10 
et We GEROES eRe OIG). Se sn ee ak se icine pie a cee 18. 20 
ee CN tan 18 Ghia oe 8 a Bie end ciecn-edd he tesa 87. 15 
PRNERS OBR: THGOE Ek. isd has. his ei men es wed mci 20. 65 
I PU eens amneen ae dab a daseuaSh beahidie Gens 28. 10 
Special paint: standartl. containers. W225... ~~... ~~~ .~.u--~< 30. 00 
Freight from Novi, Mich. 
“Work sheet 
Dealer cost at factory: 
Basie ebarge.for. body type and series.....__.......-....----------- ee 
Eg IS SE 3 EE SE LOT ee Ea 
A A i cata Mince ts hienencnceibe sion ptr ent, 4°98 = 
Ada 30 percent tor suggested dealer markup..—_.......-........-.-.... -....- 
Freight: (See instructions) (from main factory) ~..---.-------------.. -~---- 
A a ia seas ctnpiline embeds isebregeh een nian gee eae Nes ete tte anietin areas 
a ek mene, eR mest Site 
Ne Re DOR) Beles SOTOS OTB DOVE) LOCO) nse s oe oe it ene ncennde -5=- 
I I US, IRR OO a hens Sangean mene che rm maviehens ‘hat neve 
IE: SERA OEIN ONDE) BUNCE cis ied bw ie sia dei sie gins ema) seen 


*14 Special services includes waxing, gas, lubrication, undercoating, etc. These prices 
are set locally. You can ask dealer for other makes what they charge. In addition, many 
dealers ask $25 to $60 for preparing the car for delivery. 

“You should beware of phony options and accessories. A few dealers will allow their 
salesmen to charge customers for options, such as special colors, which the factory actually 
supplies at no extra cost.” 
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Mr. Monroney. Mr. President, from an examination of this material—for 
which $1 was paid—it is possible to prepare a worksheet with mathematical 
calculations based on the data supplied; and thus one can finally determine 
the suggested retail delivered price of a Ford, a Buick, a Chrysler, or a product 
of the American Motors Corp. or Studebaker-Packard. 

Mr. President, in the heyday of the automobile business, the price f. o. b. 
Detroit was advertised on every automobile-advertisement billboard. From it 
one could determine the delivered price. But, as I have said, today it is neces- 
sary to use a slide rule, and almost use a ouija board, in order to determine 
what the delivered price should be. 

Mr. President, the automobile dealers themselves are beginning to recognize 
how their industry is being hurt by this flimflam. 

Out of all the confusion there came—as usual, not from on high, not from 
the booming voices of big business or big labor, but from a hardheaded, and I 
may add, a hard-hit small-business man who recognizes the economic facts of 
life when he sees them—some worthwhile information. 

Mr. George G. Downes, president of the New Jersey Automobile Dealers 
Association, sent to me the results of a poll of the automobile dealers of New 
Jersey. This question was presented to the dealers: 

“If all manufacturers consistently advertised in an ‘advertised delivered price’ 
listing what is included in the price, as well as Federal tax, freight, and an 
item to cover handling and delivery * * * 

“Would you then favor such procedure?” 

Mr. President, of the 257 replies received within 1 week, 245—or 94 percent— 
of the dealers voted for the proposition. 

The growing concern of the dealers is reflected by the fact that the National 
Automobile Dealers’ Association at its recent convention adopted the unani- 
mous recommendation of its board of directors, as follows: “That NADA con- 
tinue to urge all manufacturers to use and advertise realistic uniform delivered 
prices on a national basis.” 

NADA’s executive vice president, Adm. Frederick J. Bell, had this to say at 
a recent Senate committee hearing: In the matter of pricing, we have recom- 
mended to the manufacturers that they return to a practice—that existed for 
many years in the industry—of having a nationally advertised uniform delivered 
price for their products. 

Mr. President, I wish to read to the Senate the impromptu testimony of 
3irkett L. Williams. Mr. Williams, a Ford dealer from Cleveland, Ohio, frankly 
exposed the “racket” of “packing”? new-car prices in order that the buyer will 
be fooled into thinking he is getting a higher trade-in allowance for his used 
ear. This is what Mr. Williams testified on February 19 of this year, at a 
hearing of the Antitrust and Monopoly Subcommittee of the Senate Judiciary 
Comuniittee : 

“I would like to say that nothing we want is in any way intended to lessen 
or do away with competition. I think we are all smart enough to know that 
the life of good business is keen competition and the ability to survive under 
those conditions. 

“But we would like to be able to get, as Fred Bell pointed out this morning, 
some decent ground rules under which we could play which we don’t feel we 
can get at the present time. 

“Now nobody knows what the price of an automobile is today, and too many 
customers, too many consumers, are flimflammed, cheated, skinned because 
they go in and they trade on the mistaken theory that the only thing that makes 
any difference to them is how much they get for their old car. 

“Well, now, if one man prices his new car at $2,000, and the other man is 
pricing the same car at $2,200, obviously the second man can give him $200 
more for the old car and still be even. Maybe he only gives him $100 more, 
and by raising the price of his new car unduly, he has profited himself—the 
dealer, I mean—$100. That is the sort of thing we would like to eliminate. 
We would like to get the deception, the flimflam stuff, the sleight of hand, out 
of this business, and be able to get it on a basis where people know what the 
price of the car is, and know what they are paying for the car, and to eliminate 
all this razzle-dazzle stuff that is making all the trouble.” 

Mr. H. H. Shuart, publisher of Motor News Analysis, a widely read and 
informative automobile newsletter, further has amplified on the effect of this 
price confusion. I ask unanimous consent that his comments be printed at 
this point in the record. 

There being no objection, the statement was ordered to be printed in the 
record, as follows: 
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“PuBLic Forcep To SHop ror AvTO PRICES 


“Just what is cross-selling: Might it not as well be called cross-buying? 
Who causes it? Dealer? Prospect? 

“Dealers blame fellow dealers. But could latter draw prospects from other 
areas unless those people were willing to desert their hometown dealer in hope 
of finding better value or treatment elsewhere? 

“What possible gimmick in contracts or in law can stop this perfectly 
human urge? With no public pricing structure anywhere in this industry car 
prospects are compelled to shop to find out how much autos cost. 

“Factory advertising gives no clue whatever to car prices; myriad options 
only serve to confuse, mystify, obscure. Public is told it can’t trust dealer 
pricing when NADA’s Sutter publicly deplores shady practices at retail level. 
What can innocent, befuddled prospect do except plod from dealer to dealer 
hoping somewhere along his route to meet some guy he feels he can trust, some 
quoted prices he thinks reasonable? 

“Why this price mystery? Is it not primarily due to factory abandonment 
of advertised delivered price? Did not that open door to packs, gimmicks, bait 
ads, other screwy devices in local dealer promotion? 

“And would not many of these devious practices fade in light of factory 
advertised prices formulated, not to take advantage of competition but to give 
public honest information?” 

Mr. Monroney. Mr. President, if the automobile dealers are in favor of such 
a price label, and if, as I sincerely believe, the public is in favor of such a 
price label, who could be against it? Is each factory afraid to take this step, 
for fear of losing competitive advantage? Or have the manufacturers of auto- 
mobiles sought to prevent price competition by abandoning the once standard 
advertising of the delivered price? Former Assistant Attorney General Stanley 
Barnes, an able Republican trustbuster, has charged that the automobile manu- 
facturers compete in every way except as to price. 

At the present time, the suggested retail prices of automobiles and accessories 
are furnished to every automobile dealer by the factory. But the dealer cannot 
afford to make them public, or else he will lose in the competitive swim, for 
then he could not pretend to overallow for the customer’s used automobile. 

Perhaps the greatest effect of automobile price tags would be to halt the 
wild, deceitful, gimmick advertising. No dealer can offer $1,000 for anything 
that runs unless he adds that $1,000 to the new car price. He could not pack 
prices in that way if there were a label showing the factory-suggested retail 
price. This would transfer the competitive advantage from the most deceitful 
dealer in town to the dealer of the highest character and efficiency. 

I read a headline from an ad appearing in the Washington Daily News of 
Thursday, March 13, 1958: 

“Three hundred dollars cash and free weekend in New York will be given to 
the lucky buyer.” 

That is an example of some of the foolish and extravagant advertising claims 
made in order to sell cars at a price that never reveals what the honest list 
price is. 

I have followed the advertising of automobile dealers from coast to coast for 
months, and I have been unable to find, except in rare instances, advertising 
by even the most responsible and respectable dealers that carries a standard 
advertised list or delivered price. 

There are other things beside price that are important to the car buyer. He 
wants to know the condition of the car and how it got from the assembly plant 
to the dealer. Was it towed with the speedometer disconnected? Has it been 
emtion from dealer to dealer? Is is really a bootlegged or a used or misused 
ear? 

If the purchaser wants to buy a bootlegged car, it is his privilege, but at 
— he should be able to find out if it has been bootlegged and where it started 
rom. 

The car buyer has a right to know the quality, condition, and price of the 
biggest investment he ever makes in his lifetime except for his home. 

If pillows must be labeled, if bacon must be labeled, if even beans must be 
labeled for the protection of the consumer, surely cars should be. 

Mr. President, if we have faith in the American marketing system, we believe 
that a citizen who has the facts can take care of himself. We should allow 
the car buyer to have the facts, and not allow the manufacturers to force him 
to go through the time-consuming and sometimes frightening ordeal of today’s 
automobile guessing game. 
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If the car buyer has the facts, we shall have less cause to worry about 
whether prices are too high or too low. The processes of competition would 
help to determine that. But there can be no competition in prices uniess the 
purchaser can find out what the prices are. 

Mr. President, I submit a bill which would require a label to be placed on 
the windshield of every new car. On this label would be the price of the car, 
accessories, freight, and also the method of transportation, and the dealer to 
whom it was first sold. 

I feel that unless the automobile industry—in a slump which is now threat- 
ening the prosperity of the Nation—does not return to the fundamentals of 
clean, honest, true merchandising, all the public-works programs that can be 
enacted in this Congress—and I am a coauthor of many of them—will be of little 
avail in reviving the No. 1 industry of America. Incidentally, more than 
17 percent of the people of Michigan are unemployed. 

I believe competition must come about in the pricing of automobiles. I 
believe by forcing a factory to commit itself on an advertised delivered list 
price, we will do something toward accomplishing that objective. 

It will be found that Ford and Chevrolet will try to beat each other’s adver- 
tised price on the same kind of model. The price is the first thing the buyer 
needs to know about an automobile. As I stated earlier, it is at that point that 
there comes into play the great American sport of bargaining. If the delivered 
retail price is hidden away in the vaults of the Detroit manufacturers, or con- 
cealed only in the files of the dealer, the customer does not have the information 
he needs. 

But do not think, Mr. President, that the customer is a “dope.” Do not under- 
estimate the intelligence of the American automobile buyer. No matter how 
the dealer or manufacturer may try to confuse the price, the automobile buyer 
has a device for meeting the situation. Today he is meeting it by staying out 
of the automobile showrooms, by not looking at cars, because he is tired of chas- 
ing all over town in an attempt to find what the price is. 

There should be a suggested or nationally advertised delivered price of the car. 

In conclusion, it seems to me this bill would establish truth in advertising. 

It would establish truth in merchandising. 

I believe it is the best way to protect the automobile-buying public. 


Senator Monroney. I would like to introduce in the record edi- 
torials-and an article from the U. S. News & World Report at this 
point. One is from the St. Louis Post-Dispatch, April 3, 1958. 

(The above-mentioned editorial is as follows :) 


LIE ON THE Price TaG 


A customer ought to be able to know the actual price of the automobile he is 
buying. That is surely asking little enough. Yet it is asking more than many 
automobile buyers nowadays receive. To stop deceit about car prices is the pur- 
pose of a grand jury investigation which the United States Department of 
Justice has just opened at Washington. The grand jurors are looking into the 
practice known as price packing. 

Price packing is simplicity itself. The dealer lies to the customer about the 
manufacturer’s suggested list price, adding several hundred dollars so he can 
Seem to give an excessively high trade-in on the old car without actually 
giving it. 

The “price packing” dodge is a headache to reputable automobile dealers and 
manufacturers as it is to customers. Harlow M. Curtice, president of General 
Motors, testified 2 years ago to a Senate subcommittee headed by Senator 
Monroney of Oklahoma that while the practice undermined confidence and 
fostered new-car bootlegging to used-car dealers he had been forced to condone 
it in order to enable his dealers to meet competition at local levels. One com- 
pany alone was powerless to correct the evil, he said. 

Perhaps the easiest and quickest way to break up the racket is through a law, 
proposed by Senator Monroney, requiring every new car to bear a label showing 
the manufacturer’s suggested price. A dealer who is not willing to show his 
customer what the manufacturer thinks the project is worth does not deserve 
the customer’s business. The Monroney bill would make concealment of this 
essential fact conspicuous enough to be unprofitable. 


24776—58——2 
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Senator Monroney. Also an editorial from the Tulsa Tribune. I 
would like to have this incorporated. 
(The editorial is as follows :) 


PINNING DOWN THE AUTO PRICE 


United States Senator Mike Monroney, of Oklahoma, is a near and dear friend of 
the automobile dealers. His defense of their interests in more than one clash with 
the car manufacturers over territorial franchises and other disputed points has 
brought this about. 

Therefore some astonishment was occasioned yesterday when Monroney pro- 
posed that the Government arm auto buyers with the precise information at 
the dealers’ showrooms about the manufacturer’s suggested list price of all 
makes and models sold there, the location of the final assembly point and the 
exact transportation cost to the dealer by the method used for delivery. This 
appeared to be arming the buyer against the dealer. 

A quick check around dealers in Tulsa found them generally still with Sen- 
ator Monroney, and approving the proposal. As one said, anything that will 
create confidence in the automobile trade will help purchaser and dealer alike. 
Now, he admitted, there is far too much mystery about the price of a new 
automobile. Under those circumstances we can’t imagine Congress turning any- 
thing down that will be good for both buyers and sellers and still not be com- 
pulsory price fixing in any degree. 

Car labeling would give the buyer an additional reference point. He already 
has one, the so-called black book generally recognized in the financing industry 
as fixing the fair, average price of used cars. Most buyers turn in their old 
ears on the new ones. Of course the black book is not infallible; it does not 
give enough value to the car that has been treated like a member of the family, 
and it adds somewhat to the worth of the vehicle that has been on the taxi 
line until rheumatism has set in, but the careful buyer and dealer both know 
how to determine which car is which. 

Automobile trading does spread over a rubbery range, but so does most buy- 
ing and selling. Efforts to make prices rigid by law have usually failed, as 
they should. Monroney’s proposal, apparently, is not another of these. There 
will still be elasticity in the transactions, because the trading space is not 
interfered with but only identified for both parties. 

The automobile dealer usually buys cars from the factory for 24 or 25 percent 
less than the suggested price, and within that range he trades, always with an 
eve on what he can get for the used car he takes in on trade. The car is the 
dealer’s when he takes delivery from the factory and he usually must be re- 
sponsible for the financing arrangement he makes with the ultimate buyer as 
well as servicing the machine for a period. He’s in an exciting business and 
has to be nimble to stay in the competition. 

The buyer is not helpless without a labeling law if he has made out a list of 
new cars satisfactory to him, has offered his trade-in car for evaluation and has 
obtained a clear statement of the difference in dollars that will be required of 
him in each case if he trades. But buyers are not always businesslike and 
doubtless some do give up when they can find out everything about a new car 
but its accurate list price. 

It is becoming increasingly habitual in this paternalistic economy to protect 
us all, and we see no particular reason why this shouldn’t be extended to the 
automobile trade if it is done without so-called fair-trade features. After all, 
the automobile is the second largest purchase most families make. 


Senator Monroney. Next is an editorial from the East St. Louis 
Messenger, April 4, 1958. 
(The above-mentioned editorial is as follows :) 


Tue BAcKDROP—.J UNGLE PRICING ON CARS 


(By John C. O’Brien) 


Senator A. S. Mike Monroney, of Oklahoma, has worked himself into a state 
of indignation—shared by millions of purchasers of automobiles-——-about the 
chaotic pricing policies of many automotbile dealers. 

As every one knows who has had occasion to buy a new car in the last few 
years, many dealers conduct their business in the atmosphere of a Middle East 
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bazaar. The would-be purchaser hasn’t the slightest idea what he should pay 
for any given model, and what he does pay depends in many instances upon his 
skill as a “horsepower” trader. 

There is probably more than one reason for the current sharp slump in auto- 
mobile sales, which is playing so important a part in depressing the economy. 
But Senator Monroney believes—and most ethical dealers agree with him—that 
thousands of prospective buyers are holding off because they are tired of shopping 
around for the “big deal,” the “No. 1 trade.” 

‘There was a time when the automobile industry had a nationally advertised 
uniform delivered price for its products. A buyer could close a deal with a 
dealer without worrying about whether he might have got a better deal from a 
dealer on the other side of town. 

But today, it is almost impossible to find out what an automobile costs a 
dealer or what the fair delivered price should be. Unscrupulous dealers, as 
Monroney points out, can exploit a purchaser by leading him to believe that a 
ear with factory cost of $3,000 is actually a $4,500 car and that by giving a 
$1,000 allowance on his old jalopy, he is getting a bargain because a more ethi- 
‘al dealer had offered him only $350 on the trade-in. 

By marking up the list price of an automobile to an unrealistic figure, the 
unscrupulous dealer is able to outdo, on paper at least, the scrupulous dealer 
who would like to sell his wares at an honest mark-up. Under the prevailing 
oriental bazaar system of misleading pricing and fancy allowances, the legiti- 
mate dealer is penalized and the purchaser subjected to deceit and fraud. 

Another source of confusion to the purchaser is the difference between the 
price of the “stripped” and the “equipped car.” As a come-on, many dealers 
advertise a car at the “stripped” price, with a notation in fine print that the 
accessories most purchasers would want are extra. By the time the price of 
the accessories, which include such essentials as an automatic starter, has been 
added to the “stripped price,” the buyer discovers that the car may cost him 
many hundreds of dollars more than the advertised price. 

For many years accessories were practically unknown in the industry. The 
advertised price included all the attachments to the car. But today no one 
knows what equipment and gadgets belong to an automobile, what items are 
included in the cost and what items are available at extra cost. Moreover, the 
purchaser has no way of finding out what he should pay for the accessories he 
desires. 

Most dealers, Monroney has concluded, disapprove of the current jungle pric- 
ing methods of the aggressive, unethical dealer. Of 257 polled by the New 
Jersey Automobile Dealers’ Association, for example, 245 said they would 
favor a return to the nationally advertised delivered price, listing what is in- 
cluded in the price, as well as such cost items as Federal tax, freight, and so on. 

This would indicate that most of the dealers would support a bill which 
Monroney has introduced to require the manufacturers to make available to 
prospective buyers all the price information they need to determine how much 
they should pay for any model of the manufacturers’ products. 

Monroney’s bill would require the manufacturer to affix a label to the wind- 
shield, showing the name, make, model, and serial number of the car, the 
dealer to whom it was consigned, and the method of transporting it from the 
factory. The label also would carry the advertised price suggested by the 
factory, including the freight charges and the retail price of the attached 
accessories. 

Armed with such information, the prospective buyer could meet an unscrupu- 
lous dealer on something like equal terms. He could buy without fear of being 
“taken for a ride’ even before he got a chance to drive his new acquisition 
off the showroom floor. 


Senator Monronry. And then the article from U. S. News & 
World Report, April 11, 1958. 
(The article is as follows :) 





Factory Prick Tag on Every Car? 


Congress has a plan to guide the buyer. 

How do you find out the manufacturer's suggested retail price on a new car? 

Many say it’s nearly impossible now. 

Congress may pass a price-tag law, as a result. 

Both Congress and the United States Department of Justice are taking an 
interest now in the retail prices of new cars. 
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Congress has before it a plan that, if accepted, will require auto makers to 
paste on the windshield of each new car a label showing the exact suggested 
retail price set by the manufacturer. 

The Department of Justice, at the same time, is presenting evidence to a 
grand jury in Washington, D. C., in an attempt to show that some auto dealers 
around Washington are violating antitrust laws by agreeing to fix prices sev- 
eral hundred dollars higher than the manufacturers’ suggested list prices. 
Investigations are under way in other cities, too. 

The idea gaining ground in Washington—and in the auto industry as well— 
is that some action is needed to lessen confusion over car prices, 

In recent years, price confusion has grown rapidly. Auto buyers have been 
bombarded and bewildered with claims and counterclaims concerning “gimmick 
advertising,” “price packs,” “discounts,” “overallowances,” “bootlegged cars,” 
and other things. 

Many have the impression that car prices are higher than they actually are. 
The uncertainty has contributed to the slump in auto sales, dealers say. 

What’s proposed. 

Senator A. S. Mike Monroney (Democrat), of Oklahoma, author of the price- 
tag plan, states the case for a new approach as follows: 

“At the present time, the suggested retail prices of cars and accessories are 
furnished to every automobile dealer by the factory. But the dealer cannot 
afford to make them public or he loses out in the competitive swim—he could 
not then pretend to “overallow” on the customer’s used car * * *, 

“If the car buyer has the facts, we will have less cause to worry about 
whether prices are too high or too low. The processes of competition would 
help to determine that. But there can be no competition in prices unless the 
purchaser can find out what the prices are.” 

Senator Monroney says many dealers favor his plan. Auto manufacturers 
are quietly looking into it. 

The chart below shows you a sample price tag. It’s an idea you'll be hearing 
more about in weeks ahead. 

To take the mystery out of new-car prices, this kind of price tag would be 
required on all new cars and trucks, under a plan being studied in Congress: 

Name of car: “Family 8.” 

Make: XYZ Co. 

Model: 4-door sedan. 

Serial Number: 12345678. 

Assembly plant: Detroit, Mich. 

Dealer who first gets car: ABC Auto Co., Midtown, USA. 

Method of transporting car : Truck transport. 

Freight charges: $90 (average freight charge). 

Retail price of accessories: $550 ($125, radio; $100, heater; $100, power 
steering ; $185, automatic transmission ; power brakes, $40). 

Suggested retail price of car: $3,000. 


One illustration is rather interesting, a letter we received from 
Clarence R. Carpentier, St. Louis, Mo. Mr. Carpentier writes: 


Reading about your inquiry on car “price pack” which I endorse 100 percent, 
I am enclosing correspondence I have had with Genral Motors Corp. in which 
I tried to get their factory list price, but as you can see, I was unable to get it. 
I thought possibly this would be of interest to you. 


This series of correspondence began on January 8, 1958, when Mr. 
Carpentier wrote General Motors Corp., Detroit, Mich. : 


GENTLEMEN: Will you please send me the retail price f. o. b. St. Louis on 
the following; also what the freight is on this car to St. Louis: 

Chevrolet, Biscayne, 4-door, 1 color, 6 cylinder. 

Also the retail price on the following extras: Powerglide transmission ; push- 
button radio; airflo heater ; oil filter. 

It seems impossible to get this information from the dealer and would appre- 
ciate it very much if you would send me the retail price on the above. 


That was on January 8. On January 21 he received this letter: 


Dear Mr. CARPENTIER: This is in reply to your correspondence in which you 
express your desire for information regarding automobile pricing policies. 
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He wasn’t asking for automobile pricing policies. He was asking 
for the price of a very definite car. 


The type of service into which Chevrolet vehicles are placed throughout the 
United States varies tremendously and, accordingly, the options and accessories 
that are desired likewise vary. For this reason Chevrolet desires that each 
prospective owner receive individual attention and accordingly rely upon 
the dealer organization to perform all phases of retail sales transactions. 

Chevrolet dealers are independent merchants who operate their own business 
on their own capital, their contractual relations with Chevrolet being limited 
to the purchase of new cars, new trucks, parts and accessories at wholesale for 
resale at retail. Accordingly, the prices that are quoted by dealers may vary 
somewhat as they are established in line with the pricing policies of the individ- 
ual dealership. 

We know that Chevrolet dealers desire to be of every assistance possible to 
Chevrolet owners and prospective owners and, therefore, we suggest that you 
contact the Chevrolet dealer of your choice and make your request regarding 
pricing information known to him. We are certain that he and his personnel 
will welcome this opportunity to discuss this with you and render every assist- 
ance possible. 

J. E. Somers, 
Customer Relations Department. 


Mr. Carpentier wrote back on February 11: 


DEAR Mr. Somers: In your reply of January 21 you failed to give me the in- 
formation requested in my letter of January 8. Certainly you have an established 
retail list price and this is what I would like to get. 

I realize that the dealer can make his own price, but I can never get them to 
give me the factory list price, and I would appreciate it very much if you would 
please give me this information. 

Very truly yours, 
CLARENCE R. CARPENTIER. 


That was February 11. On March 21 he received another letter 


from his pen pal, Mr. J. E. Somers, customer relations department, 
Detroit, Mich. 


Dear Mr. CARPENTIER: This is in reply to your February 11 letter. We regret 
the delay in answering your correspondence but for an unexplainable reason, your 
correspondence has just reached the writer. 

Chevrolet prepares a suggested retail list price for the purpose of having a basis 
on which to establish Chevrolet’s charges for vehicles when sold to the dealer. 
The dealer establishes the selling price of the vehicle in line with the policies 
of the individual dealership and in accordance with the options, accessories, and 
services that are being purchased since the dealer is an independent merchant 
as was previously pointed out in our correspondence. 

We, again, suggest that you contact the Chevrolet dealer of your choice request- 
ing of him further information regarding prices. We are certain that he desires 
to be of assistance. 

Very truly yours, 
J. E. SoMERs, 
Customer Relations Department. 


End of this bit of correspondence. 

Incidentally, this man Somers would make an excellent senatorial 
correspondence secretary. He can say much without saying anything 
very definite. 

We have a carbon copy of a letter that recites the experience, evi- 
dently of a wealthy man, Mr. Jess Primmer, who is trying to buy a new 
Lincoln to replace his 1-year-old Lincoln that has only 7,200 miles on 
it. The original letter was adddressed to the Department of Justice. 
He tells of his experience with six dealers, from none of whom he was 
able to. get the list price of even such a deluxe job as a Lincoln 
automobile. 
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(The letter follows :) 


APRIL 7, 1958. 
Subject : Auto dealer pricing plan ; the price pack. 

HonorAs_eE Sir: About 1 year ago two different friends of mine (both Ford 
dealers) related to me practically the same story regarding “the price pack.” One 
of these dealers is located in the Cincinnati district, and the other one is located in 
the Detroit district. Both of them stated that they were invited to meet with 4 
or 5 other Ford dealers in their immediate vicinity by the field representative of 
their Ford district office and at that meeting the field representative suggested a 
“price pack” of $300 be added to their regular retail prices. 

Both of these men were longtime Ford dealers and neither of them were in 
favor of the plan and they both stated there were no “threats” made against 
those who did not comply. They both believed the “policy” came direct from 
the Ford district manager of sales who would no doubt deny any knowledge if 
investigated. If true, then the field representatives working out of the district 
sales office might prove to be the most fertile source of information on “price 
pack.” 


Subject: Present Sales Policy of the Lincoln Motor Division of Ford. 


I have owned several new Lincolns and when the 1958 model came out, I 
drove to a dealer from whom I have purchased new Lincolns. My car, a 1957 
one, had 7,200 miles and was as nearly new as a used car can be. The follow- 
ing may be of some interest to you. A cash difference of $1,600 would be a 
fair trade and a profitable one for the dealer. 

Dealer No. 1: He asked me $2,190.43 cash difference. He stated that ‘‘Nance” 
had put in a new policy and that all the dealers were supposed to ask the same 
cash difference on a new Lincoln according to the year’s model to be traded in 
but regardless of mileage, condition, etc., of the trade-in. That they would 
produce less cars but the dealers would make more profit and he asked me 
to let him know if I found any dealer cutting the price. 

Dealer No. 2: Salesman stated he thought they could trade for $1,500 cash 
but the dealer was not in. A few days later when I returned the salesman 
contacted the dealer and he said $2,100 cash and my car. The salesman stated 
that “They would lose their sales contract with Lincoln if they cut the price of 
$2,100.” That the fieldman for Lincoln checked all orders and had told them 
they would be canceled if they cut the price under factory policy. A few days 
later the salesman drove down to see me and suggested that I sign an order 
showing $2,100 cash difference and when the new car was delivered, give them 
my check for $2,100 and they would give me $500 in cash. This would protect 
them from the factory. I told him I was not interested in making the deal in 
this manner. 

Dealer No. 3: I talked to the manager—he asked me $1,947 cash and my car 
(he had eliminated a couple of extras that had been figured in on the other 
two deals). He stated that I “Should be able to trade for $1,547 and he would 
like to have the deal at this figure, but the factory would refuse to ship on that 
price.” I asked him if they would cancel his contract if he took a deal below 
factory policy. He said “No” but since the factory controlled distribution, that 
they would just refuse to deliver. That he had “Two signed orders in his desk 
which the factory had turned down on account of his price deal but which he 
would have been happy to have made.” 

Dealer No. 4: Salesman quoted me $2,100 cash and my car. I could get no 
comments out of him as to factory policy. 

Dealer No. 5 (the largest dealer in this territory) : I talked to the dealer and 
he offered to trade for $1,700 cash and my car. I offered him $1,500—he sug- 
gested $1,600, and we madea deal. He told me 10 days’ delivery—after 10 weeks 
waiting, I told this dealer that unless he could promise a nearby date of delivery 
that we might as well cancel the order. He seemed to be relieved. I could not 
get him to make any comments on factory sales policy. 

Dealer No. 6: This dealer seemed very anxious to trade—stated he knew where 
he could place my used car and that he could see no reason why the factory 
would not accept the deal as we had it figured and that he would be well satis- 
fied—he called the Detroit district office and they told him it was not good 
enough a deal for him (the dealer) and refused to accept the order 

Summation: There may be no question as to the legality of the sales policy of 
the Lincoln division of Ford, but is certainly something new in selling policy on 
the part of an automobile company—lI believe the heads of the automobile com- 
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panies have repeatedly denied any responsibility for the pricing of their product 
by the dealers. 
Sincerely yours, 
J. L. PRIMMER, Arcanum, Ohio. 

Senator Monroney. I am rather proud of the next thing I am put- 
ting in the record from Buster Doyle, head of the Malloy-Doyle Motor 
Co. at Wewoka, Okla. Mr. Doyle is former president of the Okla- 
homa Automobile Dealers Association. 

It is quite anicead. It starts out “Sans bunk.” 
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Senator Monroney. This is important news because I think it is the 
first time Washington, D. C., has had the quoted prices on what Ford 
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models are. Oh, how wonderful the automobile business would be if 
we could have some advertising such as that appearing in our metro- 
politan papers here; but having seen the New York Times, Washing- 
ton Post, Washington Star, I still see that automobiles are advertised 
on “Thousand dollar discount” and “Bring your old car if it runs and 
we will give you $500 for it.” 

F inal , let me say this: This is not a brand new idea. As a matter 
of fact, 3 years ago, when we first began to make our study of the 
automobile business, there was some feeling that such a label would 
give responsibility to the automobile business. In fact, I publicly 
proposed such a plan as one method of taking the marketing of auto- 
mobiles out of the jungle and putting it back on Main Street, United 
States of America. The idea did not receive any great acceptance at 
that time. Of course, it was not fully developed, either. We consid- 
ered putting it in an omnibus bill. When Harlow Curtice, president 
of General Tastors, Henry Ford II, president of Ford Motor Co., and 
L. L. Colbert, president of Chrysler Corp., and other witnesses ap- 
peared before us during the hearings that year they testified with 
— to such an idea. The general reaction was mild disapproval. 

ince then, however, we find a shift of sentiment toward this pro- 
posal, and although I am not wedded to the wording of the bill, I 
firmly believe that there should be a windshield sticker disclosing 
to the customer in detail what the factory suggests as a retail price 
for the car and accessories together with the cost of transportation 
and other pertinent information. This would do much to restore 
public confidence in automobile marketing, which has deteriorated 
into the world’s greatest guessing game. 

Many people are inching the frightening process of shopping for 
a new car by simply staying out of the showroom. Restoration of 
public confidence, with a resulting spurt in auto sales, would have 
an immediate beneficial effect on the entire economy. 

One of the great organizations that has been set up to protect the 
consumers is the Better Business Bureau. These people have been 
very interested in protecting consumers, not only in their dealings 
with the automobile industry, but in their dealings with all industries. 

We would like to have at this time our first witness, Mr. John 
O’Brien, committee on installment contracts, the American Associa- 
tion of Better Business Bureaus, of Akron, Ohio. 

Senator Monroney. Mr. O’Brien, we are delighted to have you 
here. I know of the many years of work that you have put in on 
attempting to bring order out of chaos. We will be glad to have you 
proceed with your statement. 


STATEMENT OF JOHN L. O’BRIEN, PRESIDENT, THE BETTER 
BUSINESS BUREAU OF AKRON, OHIO, AND MEMBER OF THE 
ASSOCIATION OF BETTER BUSINESS BUREAUS’ COMMITTEE ON 
INSTALLMENT CONTRACTS 


Mr. O’Brien. My name is John L. O’Brien, omg of the Better 
Business Bureau of Akron, Ohio, and a member of the Association 


of Better Business Bureaus’ committee on installment contracts. I 
am also chairman of that association’s committee on bait advertising, 
and I am here to report to you that the attention of both of these 
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national committees, as well as that of the 110 local better business 
bureaus throughout the United States has been with ever-increasing 
emphasis focused on certain problems in the field of automobile 
marketing as they effect the consuming public and the great body of 
reputable businessmen, who are the majority of automobile dealers 
of America. 

Senator Monronry. Many of your outstanding members in these: 
communities are automobile dealers. Many are directors, at least to 
my knowledge, of the better business bureaus in their communities—— 

Mr. O’Brien. May I put in this ad lib, which is written in my copy 
of the testimony: The committee on installment contracts has en- 
dorsed the position which I take this morning, and I would like to say 
that I am here with the full endorsement of my own board of business- 
men in Akron, Ohio, on a motion endorsing my position which was 
made by an automobile dealer himself and passed by unanimous vote. 

The national chairman of the board of governors of the Association 
of Better Business Bureaus is an outstanding auto dealer who has 
for years fought on a voluntary level this kind of problem. So, I think 
we are on sound ground in saying that this represents the reputable 
dealers of the Nation. 

Senator Monroney. And protecting the consumers? 

Mr. O’Brien. Yes, sir. 

I am here at the request of Senator Monroney to review the records 
developed by the better business bureaus in these fields, and to report 
the attitude of the responsible business people throughout the Nation, 
who are the basic supporters of the better business bureaus. 

I have been asked to discuss some of the aspects of the price jungle 
in which the automobile marketers and their customers—the consum- 
ing public—find themselves today. How did it come about, and who 
foisted it upon our unsuspecting economy? I suspect that this prob- 
lem, like many other economic ills, is not the seatilt of any deliberate 
plan, but like “Topsy” it “just growed.” 

Your committee, under the leadership of Senators Monroney and 
Thurmond, has introduced a bill requiring that price tags be attached 
to automobiles displayed for sale to the American public. This sounds 
like so simple a thing that any responsible businessman would wish 
to do it without requiring any prompting from anybody except his 
own hardheaded commonsense. Undostenseets, the plain price tag 
on an automobile offered for sale today is so rare a thing as to be 
almost nonexistent. As the Senators have said, you can find out 
almost anything about an automobile except what the darn thing 
costs. 

The American automobile, the single most wanted commodity on the 
market, is indeed a priceless wonder. In the cornerstone of our econ- 
omy, the automobile business, as the Senator just related, we find 
ourselves indeed dealing with a cornerstone of confusion. Now, let 
me state here that the better business bureaus are always on the side 
of the men who come clean with the truth. We and responsible 
business interests continually work together to bring about these 
things without calling on the Congress or the legislatures of the sev- 
eral States for more laws. 

But the situation at hand, voluntary methods, while still being 
sincerely made by many dealers and automobile dealers’ associations, 








22 AUTOMOBILE PRICE LABELING 


seem to have been largely ineffective. I, therefore, am here in sup- 
port of this bill requiring full price disclosure. 

Senator Monroney. Would it not be proper at this point—excuse 
me for interrupting—to say that one manufacturer or one group of 
dealers are powerless to deal with this. No matter how ethical they 
might be in advertising list prices—the public falls for a phony 
“thousand dollars off list” on a new car, or “$1,500 for the old jalopy.” 
These methods of advertising and complete misleading information 
make it almost impossible for one factory or for one group of dealers 
to compete with this type of unfair merchandising. 

Mr. O’Brien. That is exactly right, and I will even defer to de- 
velop that further as my statement goes along. 

Senator Monroney. Thank you. 

Mr. O’Brien. It is evident, as I will develop later in this discussion, 
that the great American sport of bargaining has gotten out of hand 
and has become what we in the better business bureaus have termed 
the “double pushup.” Double pushup comes about as a result of a 
customer’s shopping around, apparently not so much to buy a new car 
but apparently to sell his used car to whom he hopes is a gullible dealer. 
It happens very simply as we said in our own publication in November 
of 1955: “The customer can’t win in the return of the double pushup.” 
We illustrated here an actual case of sales transaction. I won’t take 
the time of the committee to read it. I do have a copy of that that I 
would like to offer to you for the record. 

Senator Monroney. Do you have an extra one for the press? 

Mr. O’Brien. They have several copies at the press table. 

It happens very simply, as we said in our own publication in No- 
vember of 1955, when the customer, having been led on by ballyhoo 
type advertising by all too many auto dealers, implying that they are 
making no profit, that they are willing to give their cars away for 
only a dollar over their cost, or that they give the longest trades in 
town, or won’t be beat in price, et cetera—goes into the market place 
then to get absolutely the longest trade he possibly can get.on his old 
car. He knows full well that it is worth perhaps $500 at the most, 
but his vanity is inflated when the first dealer he approaches offers 
him something like $800 for the old car, with of course no mention of 
the selling price of the new car. Our friend, the customer, is a sharp 
shopper. He is not going to buy the first thing he sees, he’s going to 
look around a little bit. The next dealer, knowing that this man is 
shopping and will buy where he gets the highest price for his used 
car, offers perhaps $1,000 for a commodity that he knows, as well as 
the customer, is worth no more than $500 on the market. 

This process continues until the customer ever more sure of his own 
bargaining ability, arrives at what he believes is the highest price that 
anybody will allow him for his old jalopy, at which time he is quite 
willing to make a deal. He is considerably confused in the type of 
ear and variety of equipment which he may be buying. 

Furthermore, at this point, he has little or no idea of the total cost 
of the car, including “optional equipment and accessories.” And I 
have optional equipment and accessories in quotes for this reason: I 
can remember when electric starters, bumpers, and stoplights were 
optional equipment. Those are such integral accepted parts of an 
automobile today that that definition sounds pretty silly when applied 





AUTOMOBILE PRICE LABELING 23 


to them. I cannot help but feel that the same is largely true of auto- 
matic transmissions, heaters and many other items such as, for in- 
stance, directional blinker signals—which are mandatory equipment 
on new cars under Ohio law and probably in other States. 

Still, all of these items are considered “optional equipment” and 
are priced separately by the dealer to the customer on his final invoice. 
Unfortunately, this long list of extra items seldom if ever appear to 
the customer as a price ‘item until he’s in the dealer’s “closing room,” 
a point at which a customer usually is in a state of hypnosis with new 
ear fever, and he is in no condition to question the warning signals 
along the track down which he is rushing with express train speed. 

Now here is the point at which the double pushup occurs. The 
customer, having satisfied his own vanity that he has gotten the very 
best possible trade-in offer for his old car, as a matter of fact is preen- 
ing himself somewhat on the idea that he has probably outsmarted 
the de: aler, loses sight of the fact that this chap known as the smiling 
slobovian or some such, who is eyeing him speculatively through cigar 
smoke, has simply inflated the price ‘of the new car to easily cover the 
overallowance on the trade-i in, if not a little more than that. 

Sometimes this double pushup technique follows an even more 
sinister path when in effect the dealer and the customer conspire to 
defraud a finance company by showing an overallowance for the 
used car, thereby implying that the customer has made a greater down 
payment on this new car purchase than actually he has. “This type of 
thing can be the touchstone to a long series of unhappy events with 
reference to automobile finance ing, which we discussed before this 
committee a year ago. 

For in this case, while the finance company knows full well what is 
going on, it looks the other way as the customer creates a fictitious 
equity through a long allowance on his old car, but gets himself ever 
more deeply in debt ‘with monthly payments greater than he may be 
able to swing, at finance charges higher than he otherwise might be 
required to pay, as the finance company must build up through these 
‘ates a cushion to protect itself against the losses through reposses- 
sion, nonpayment, and a host of other evils. 

While the better business bureaus have been concerned with this 
deterioration of automobile selling for many years, basically our 
problem was with a minority of dealers s operating on a lunatic fringe 
of Se However, the problem began to increase in crescendo 

several years ago, and I madi like to quote 1 you from our own bulle- 
tin of iedcahes of 1955 in which we discussed the double pushup as 
follows: 

Wesaid that: 

Dealers play this thing on what they term sheer customer stupidity. The in- 
sistence by customers on getting what they think is a long trade for the old car 
with no regard for the selling price of the new car. This customer preoccupation 
with “value” of their trade-ins has opened up an inflated price escalator among 


auto dealers whereby they simply add to the asking price of the new car amounts 
from $100 to $400— 


and I suspect that may go up to $600 on today’s market— 


to give them some bargaining margin in haggling with the purchaser. Unfor- 
tunately, in working for his long trade the customer sometimes actually pays 
more for his new car than he would if he had been content with the lower trade- 
in price. 
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We went on tosay: 


dealers and customers both seem to be in a mad scramble to outwit each other 
and often neither side wins. Even the most reputable dealers caught in the 
tightest competitive race the industry has seen, find themselves unwillingly 
drawn into the vortex of the “double push up in prices,” either to satisfy a cus- 
tomer’s demand for a long” trade, or to build up a fictitious downpayment to 
satisfy financing requirements. 

Customers can aid a return to sanity by keeping their eyes on price differences, 
not dollars traded, and we think that most dealers would welcome the change. 


Now, to resume with my statement: It is gratifying to report here 
today that this last conclusion of ours, above quoted, was exactly right, 
for we had a perfect flood of compliments from dealers not only in 
our own community, but from many cities throughout the Nation to 
which copies of this publication found its way, and with our per- 
mission, many individual dealers—as well as dealer groups—repro- 
duced the bulletin for their own markets. 

I have evidence of the ever-increasing desire on the part of respon- 
sible members of the industry to have this price jungle cleared up in 
some fashion. I would like to quote from an item which appeared in 
the National Auto Dealers Association magazine over the signature 
of that association’s national president, Mr. Frederick J. Bell, in which 
he described a “Moorish market” of the Middle East and likened it to 
some of the plaintive if phony pleas which were then and are still 
currently tarnishing automobile advertising and selling. 

Let me read from Mr. Bell’s statement, which I will place in the 
record. 


The first time I encountered it (a Moorish market) was at Gilbralter when I 
was 17. The shop window was crowded with objects that, to my young eyes, 
were exotic, exciting; ivory, mother of pearl, tortoise shell, and sandalwood. 
I was an easy mark for the proprietor, who had a facile tongue, an oily smile, 
and an ingratiating manner. I bought an ivory ornament (which later, of course, 
I found to be made of bone) and it was only after I got back to the ship that I 
discovered the pricetag was pasted over a defect that made the object useless 
as a gift. Symbolically, in any “caveat emptor” type of tranaction the pricetag 
generally covers a defect. 

Since that time I have encountered Moorish market salesmanship in many 
places—in Latin America, at bazaars in Shanghai and Peiping, in the streets 
of Bombay, and Balikpapan, and in the market places of north Africa. 

The approach is always the same: dangle an attractive object before the 
customer’s eyes, entice him inside with promises of unbelievable bargains, which 
you explain by an appeal to his ego or compassion. 

“You are the type of gentleman who knows values and appreciates beauty. I 
don’t show these precious things to the average person.” 

Or, “Kind sar, my wife is dying, my children are starving, please buy.” 

Or, “Here—I geeve to you—I make no profit—you take—you tell me the price— 
much better you deal with me than with that thief down the street. Here, sar, 
I add present for your wife—free.” 

Do any of these selling arguments sound familiar? If you read the automo- 
mobile sections of the daily paper, they do. 

“Just leave us a buck.” 

“Buy from us and get, free of charge, a mink stole, a Shetland pony, or a life 
membership in the Marching Chowder Society.” 

“We will not be undersold.” 

That was on the 8 o’clock newscast this morning. One of your automobile 
dealers said, “We will not knowingly be undersold.” 

“We'll give you hundreds of dollars more than your used car is worth.” 

Ete. Ete. Ete. Ete. Ete. Ete. 

Who’s responsible for this hogwash? 

Who is helping you give away your business? 

Or is it all your own idea? 
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Do you really want to act like your brothers under the skin who in soiled 


gowns and dirty goatskin slippers, use your same words and techniques and 
guile? 


Is “caveat emptor” to become the trade-mark of our industry? 
Many of you allege that you detest these slaphappy techniques and follow 


them solely because of that so-and-so down the street who has no business being 
a dealer anyway. 

How many of you would be willing to let the Moorish market stay where it 
belongs and dedicate yourself, with NADA’s help, to doing business the Ameri- 
can way, which means, in this instance, a return to advertising that is free of 
gibberish and double talk? 


How much of this situation is created directly or indirectly by the mannu- 
facturers? How much of it is the fault of the dealer himself? I hope you'll 
tell me, promptly, so that we may act before it is too late, before “let the buyer 
beware” becomes the first thought in the customer's mind. 

Senator Monroney. That is Admiral Bell? 

Mr. O’Brien. Admiral Bell, of the National Automobile Dealers 
Association. 

Senator Monronry. I would like to disagree with you in part. As 
an old shopper in many places, I think you can actually establish the 
price easier on 24 or 36 inch hammered brass platter in Cairo, in the 
flea market, than you can the price of an automobile—because you have 
no old pl itter to trade in, to first get confused. Secondly, a platter 

cannot have hydromatic gearshift or power steering or “seat adjust- 

ments with a memory.” I find it far easier to establish the general 
price on Buddha heads in Bangkok, because you have some compara- 
bility without a trade-in allowance. Very seldom you trade in a 
Buddha head on another Buddha head. If you did, it was a question 
of getting a aaa price on a 2,500-year-old Buddha head than you 
would with a 1,500- year-old Buddha head. So, I think really it is 
probably an wtaetie itement of Mr. Bell regarding the confusion 
of the jungle. ‘The customer first is intent on selling his own car and 
then af that point engages in self-hypnosis and loses sight of the fact 
that there are so many factors in the pricing of the new car because, 
as you say, he has “new-car fever.” So, he is sort of hypnotized at 
both ends of the transaction. 

Mr. O’Brien. I would expect our American ingenuity to improve 
on the Cairo flea market. 

What are they talking about?) Where does it start? What causes 
customers to get into these states of mind? Let’s look at some of 
the things that are the basic concern of better business bureaus 
throughout the Nation: 

Advertising, which simply extends the hand of the baksheesh beg- 
gar in the Moorish market into the homes of our people through the 
various mediums of advertising in which our American business sys- 

tem has taught our public they should and can have confidence. 

These are advertisements gleaned from several areas. Here is a 
fine dealer who is getting maximum factory discounts. “Now, you 
too get the deal you want on a 1956 Plymouth.” This is not a current 
ad, but it is the type of thing. Why should you deal with him? 
Here is a dealer. “We don't promise the best deals; we give them.” 
These two dealers are apparently advertising to each other. One 
of the difficult kinds of advertising problems we find ourselves con- 
fronted with. 

This chap has a year-end closeout: “Absolutely fantastic savings. 
8600 guaranteed overallowance on your old car.” Over what? That 











26 AUTOMOBILE PRICE LABELING 


is, if you buy a De Soto. “If you buy a Plymouth, you get $500 

aranteed overallowance. And these will be sacrificed over cost.” I 
fain seen 2 dealers produce 2 sets of factory invoices, one their own 
and one they show to the customer to impress him. 

Here is another Plymouth closeout from the same paper, same day : 
“These are below cost.” So, we had better deal with him. With 
those $600 allowances, I guess he is going out of business. Across the 
street the fellow is having a “bargain riot.” 

Then, the ultimate happens. The man just goes crazy with his 
advertising and says, “Wild, crazy deals. Mister, you ain’t seen 
nothing until you trade at our place tonight. C razy “di ze Si sale. DT 
Oldsmobiles. “We've gone mad. ‘Two heads all tied up.” He is 
clear. This is the $10. billion investment of American business and 
advertising that talks like this to the consuming public. “Special 
financing! Yes, if you pay 100 percent down.” Of course, he is 
being clever. He is spoofing his competitors. “If you pay 100 per- 
cent down, no monthly payments. No money down if you are a 
rubber company president or have over a million dollars in the 
bank. Save thousands and thousands of dollars.” 

I suppose the comic strips, having become tragedy strips, we can 
have our humorizing these lave. That doesn’t seem like humor to me. 
It seems tragic. 

St. Louis says, “1957 Plymouths.” Here is an ad that looks like 
it comes clean with the truth, “Only 20 percent down or your 
present car. No other financing deal like it anywhere.” Twenty 
percent of what? Senator, that is what we hope you will be able 
to have us say in the ads from now on. There is no price here. 
Twenty percent of what? How long is a piece of string? How 
high is up? You remember the childhood things we talked about. 
I won’t surround you with them, Senator. 

Here is one that was showered down on the parking lots of America 
ever since the war in varying or lesser degrees. These are the “would 
you takes?” “Would you buy a new Ford today if I could get you 
what you think your car is worth ¢” 

I suppose that is common. Here is one, “Would you take $1,698 
for this car on a later model?” “Would you spend $537 and your 
car fora newone?” It has the salesman’s picture on it. 

The high-school boys put these out. In the lot where I have 
parked, I have seen Plymouths and Buicks parked side by side on 
which the identical offer was made by the high-school boys. 

Here is a man who sends a check through the mail, “Your car”- 
and he fills it out—“and” blank “will buy you a brand new De Soto.” 

Better business bureaus have attacked this thing across the coun- 
try. Here is St. Louis, Chicago, and ourselves. Here it is: “Fr ree 
mink or stable stole for Christmas’ ’"—they meant a sable stole—‘on 
any car you buy at Stony Island Motors.” But you go in there and 
find that you have to buy a thousand dollar car to qualify for the 
sable stole or mink stole, although they have prices here listed from 
$195 on up. 

“Would you take?” At one time one manufacturer in this Nation, 
one of the Big Three, got out a dealer’s training film describing to 
dealers how to use the technique of the “would you 'take.” 

Here is the fictitious factory list price, the fictitious invoice. 
Here is a dealer offering new cars at $100 over cost, and his figures 
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on a new Chevrolet 210. Dealer base cost he lists in his advertise- 
ments as $1,743. He lists all the items exactly as we think the bill 
intends he should do. The trouble is that the prices he lists are not 
the factory list prices as he implies. There is a difference of about 
$150 between the actual price of the car and the price which this 
dealer is listing. This is in Chicago, and the better business bureau 
has undertaken to list it. 

Every once in a while a.responsible dealer like this chap here—and 
he is a good dealer—gets fed up and he undertakes to buy a full page 
ad to say this about his competitor and indict American advertising : 
“30 reasons why you should take warning and be cautious. No mat- 
ter how you slice it—it is still baloney.” ” Then, he lists all the 
reasons around here why his competitors are liars. Having accom- 
plished that in a full-page newspaper, is there any reason why you 
should believe what he says about his cars here? Price confusion—a 
cornerstone of quicksand. 

I expect here was an attempt a year ago by two of the manufac- 
turers to return to price advertising. Buick and Oldsmobile. At 
this point 1 am putting my hat on as ; chairman of the bait committee 
of the Association of Better Business Bureaus, not install contracts, 
because we were concerned with this ad. We had bureaus throughout 
the country look for these cars and dealerships and we found some. 
It took some searching but they were there. These are stripped 
models of the medium- to high- priced cars. 

In the latitude of the Great Lakes I don’t think anyone ever buys 
a car without a heater. But these were cars where the dealer said, 
“We don’t order them in without heaters although on special order 
we can get you 1 in 3 months.” This was at least a start to put a 
— tag somewhere. But by the time you got through with this 

car you were another six or seven hundred ‘dollars in equipment, 
operational equipment, with which very few, if any, people would care 
to drive this type of car outside of the showroom. 

Here again is an attempt on the part of the dealer to return to 
sanity with pricing. It doesn’t look a bit different from the other 
ads. It has no different impact on you as a consumer, as I read this 
ad. He will give you a 28 percent certified discount on 1958 Plym- 
ouths. This appeared in our paper April 17. This is current. He 

says: “Here is an example of our pricing policy.” The list price is 
thirty- five hundred-and-some-odd dollars, which I assume includes 
a substantial price pack on the market as it is in our community. He 
subtracts his 28 percent and comes down to $2,567. “This car is 
equipped,” but look at this picture of acres of cars here. “Prices 
clearly marked on every windshield.” Would you be inclined in to- 
day’s market to think this man is crazy? Perhaps, he is, but he is in 
our fifth city in Ohio, the largest Plymouth dealer in the State. So, 
possibly some decency will prevail. 

Here is the kind of thing published i in Houston by the Better Busi- 
ness Bureau. “Going to buy a car? Stop, look and listen.” This 
is the warning to consumers, the kind of thing which the bureaus feel 
is their basic job on how to buy a car. Slow down when you see the 
warning signals. Don’t race down the racetrack under speed hyp- 
nosis as the truckers call it on the turnpike. 
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It is the same thing in the “closing room.” “Don’t let a dealer 
rush you into an unstudied deal.” Don’t let him do all of these things. 
That is the Better Business Bureau talking. Of course it is. 

Who helped them write the bulletin? A committee of 5 auto 
dealers in Houston helped them put that together and likewise put 
a particular ad in the paper offering this thing to the hands of con- 
sumers. Reputable faeries is ashamed of what is happening, not 
only in the fringe now but increasingly toward the center and the 
heart of it. I have a little copy of this which we will leave for the 
record. 

(The document follows :) 


“I’ve got a deal that'll knock your hat right off!” 


This probably was you if you’ve bought a car recently. 
It probably will be you if you aren’t armed with the following facts on— 


How To Buy A CAR 
[Prepared for your protection by the Better Business Bureau of Houston] 


GoInc To Buy A Car?—SrtTop, Loox, Listen! 


The majority of automobile dealers are legitimate. However, there is an 
unscrupulous element using dishonest sales practices coldly calculated to fool and 
cheat the buyer. 

This undesirable segment is doing a tremendous volume here—it is selling 
hundreds of cars to unsuspecting persons each month. This type of dealer has a 
well laid plan to— 

1. Rush you into an unstudied deal. 

2. Pack your contract with hidden charges, resulting in excessive downpayment 
and jacked-up notes. 

Even an expert car buyer can be fooled. Your only protection is knowing in 
advance the reputation of the dealer with whom you may do business. 

The unscrupulous dealer doesn’t care whether you deal with him again. He 
bases his business on the premise that “A sucker is born every minute.” He’s 
out to get all the excessive, unethical profit he can from each person who walks 
into his showroom. 

He lures you to his showroom with enticing ads offering fantastic bargains. No 
matter who you are, you’re being exposed to— 

Misleading advertising of cars you can’t buy at the advertised price. 

Unscrupulous dealing, including signing of blank papers. 

Financial juggling to confuse you on price. 

Imaginary trade-in allowances that sound good. 

Trade-in “car-napping” and key-grabbing. 


HOW CAN YOU TELL THE GOOD FROM THE BAD? 


1. Select a dealer selling the car of your choice. 

2. Find out the reputation of the dealer. 

3. Find out in advance whether the dealer you've selected takes care of his 
customers in an honorable, fair-dealing manner. 


MAKING A DEAL 


Remember when you buy a new car, you are also paying for— 
Financing. 
Insurance. 
Accessories. 

1. Find out the reputation of the finance company and insurance company 
suggested by the dealer, as well as checking the dealer's reputation. Do this 
before you sign anything even if you have to use the dealer’s phone. 

You are entitled to choose your own bank or financial institution, and your 
own insurance company, if you prefer. 

2. Insist that every portion of the deal is in writing-—that all blanks on the 
purchase order and contract are filled in—before you close the deal. Make sure 
that all accessories are invoiced. 
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3. Establish the difference in the total cost of the new car with accessories 
and your trade-in allowance. The difference is all that matters—not the trade- 
in allowance, by itself, nor the total new car price, by itself. 

4. Stay with your trade-in car when it’s being appraised. Don’t let any un- 
scrupulous salesman lose, steal, or hide your car keys—and don’t let him force 
you into a deal by letting you think he’s got a “hot” buyer for your trade-in in 
the back room. 

5. Ask for proof that the car being sold you as new has not been previously 
sold to, or driven by, a previous purchaser. 

6. Demand metal license plates. Paper plates do not provide a record of chain 
of ownership to show whether or not the car had been previously sold. 


BEFORE SIGNING ANYTUING—CHECK THESE ITEMS 


The following should be in writing on your purchase order and contract before 
you sign. Remember—the papers you sign are binding. 

1. The difference between the cost of the new car and your trade-in. 

2. The cash downpayment (if any), license charge, tax, inspection sticker, 
and other fees. 

3. The number and amount of monthly payments. 

5. The cost of financing. 

6. Does the insurance policy cover collision, public liability, and property 
damage? Most insurance policies provided by finance companies do not include 
public liability and property damage. 

To figure your finance charges, see example below : 


(e@) Purchase price of NOW CAP... oi neal ee ee Ss5cs5 kn 
CO) eee Seo: ROO i i he ee a 524.3... 
(oc) Gash Gewnpeyeiett. ois wei ec a eS iiss ael 
(E> BORRNCS GOGe sox oo io mm ae cee pace ea eee ee 
(¢) «..payments at. §........ PF) eer ee ee 


CF) CORRE Ce oi cei co odes scenes pabeenrscss moedervtape ten iestedinadona ap eee eel aie 


Add amounts (b) and (c). Subtract from amount (@). The difference will 
be amount (d). 

Multiply the number of monthly payments by the amount of monthly payments 
shown in (e). Subtract amount (d) from the total in amount (e) to give you the 
cost of financing your car. 

When you're sure all of the items on page 5 are written in and that everything 
is on the up and up have the written order approved by an official of the dealership. 

Wait! Don’t drive out yet! Demand that all accessories you are buying be 
installed before you accept delivery. Demand complete servicing before accepting 
delivery. Demand a service policy. 


YOUR BEST PROTECTION 


Find out the reputation of : 

1. Any dealer with whom you plan to do business. 

2. The finance company suggested by the dealer. Ask the salesman what com- 
pany this is if he doesn’t tell you. 

3. Any bank or finance company you select if you aren’t satisfied with the 
dealer’s suggested company. 

4. The dealer’s suggested insurance company or any other insurance company 
with which you may plan to do business. 

If the dealer, the finance company, and the insurance company with which you 
finally close the deal have good reputations, chances are you have a good, sound 
contract. 

But don’t rely altogether on these reputations. Carefully check over your deal, 
get everything in writing, demand on-the-spot delivery of everything you're 
paying for, and get copies of every paper you sign. 


And so it goes, from circus sideshow advertising through the long 
discredited “would you takes” into the outright fraudulent claim 
through the device of a faked factory invoice—I have touched on that 
three times. It must have touched me deeply. It certainly touches 
the man in the closing room when the smiling salesman says, “Mr. 
Busby, I hate to show you this but this is what the car cost me and 
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here is the factory invoice to prove it.” I have to say that printing is 
cheap—which the customer is reported to be shown by the dealer that 
he is selling this car for only “$1 over cost,” et cetera. 

And here is the sorry record: City after city, as reflected in the 
stories in better business bureau bulletins—Boston, New York, Balti- 
more, Pittsburgh, Cleveland, Chicago, St. Louis, Kansas City, Hous- 
ton, El Paso, San Francisco—San Francisco auto swindlers seized in 
Mexico, they got him down there—Los Angeles, Long Beach, and San 
Diego. If you wish to have them for the record I will be happy to 
include them. 

In case after case they reported that these agencies of responsible 
business, reflecting individual consumer problems, knot into an indict- 
ment of one of the cornerstones of the American economy. Let me 
quote from the Better Business Bureau of Pittsburgh Automobile 
Advertising Bulletin of April of this year—Mr. Denison of the Pitts- 
burgh Better Business Bureau is in the audience: 

A soft market and bad advertising appear to go hand in hand. It is a short- 
sighted policy to liquidate public confidence at any time, but especially during 
this breathing spell in our economy when customers are slow to spend. The 
guilty must expect the law of diminishing returns to catch up with them. 

Advertising space and time salesmen who accept bad copy and newspapers, 
radio, and TV stations who publish bad copy—this stuff here—can expect a de- 
crease in the pulling power in direct proportion to publie distrust of its 
believability. 

Senator Monronry. Have you ever seen this TV film which has 
been run in one of my principal cities of Oklahoma: Smiling Joe, who 
gives the “biggest bargains in town” on a middle-price car, and in the 
TV film he takes an ax and smashes the windshield. The announcer 
says: “Smiling Joe doesn’t give a damn. Make your own price.” He 
gets an action picture. 

Mr. O’Brien. Happily, Senator, I haven’t been exposed to that. I 
don’t envy you the experience. 

If you think this is an overstatement, here is an excerpt from a 
letter received in Pittsburgh from a schoolteacher who had tried to 
buy a car from one of Pittsburgh’s aggressive franchised car dealers, 
after explaining that she went to this dealer because her deceased father 
had been a customer many years before. She stated that after a price 
had been agreed upon, the salesman tried to switch her out of some 
advertised free accessories on the pretext that she had already received 
a cash discount from the list price which had not been disclosed. 

She walked away and then she wrote a letter to the better business 
bureau—and she is a schoolteacher. Let us read some of it. She said: 


Now I want no car at any price from —————. 
This dealer lost not only an immediate sale, but a future customer. 
I am going to buy a 


A different make of car. The manufacturer who franchised this 
dealer lost a future outlet for its product. 


It may sound old-fashioned— 
she continued— 





but I believe in integrity. As a public-school teacher, more than my own rela- 
tionship to the automobile industry is at stake. In my classroom I hammer 
away at honesty, integrity, fair play, et cetera. Am I creating sitting ducks 
for American industry to pick off in a few years? If education prepares the 
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young for life, should I start teaching my pupils to read the fine print in con- 
tracts along with the ABC’s? 


She concludes with this very thought-provoking statement : 


To establish ethics within a business, this impetus must come from the top 
where we find the best brains. Both top management and labor need cus- 
tomers to purchase their product. Industry and education must have the same 
code. 


Pittsburgh then goes on to say— 


Give this letter some thought the next time some bright young man suggests 
a gimmick or misleading statement in your advertising. That bright young 
man can ruin you just as surely as he is ruining the commercial value of ad- 
vertising. 

Thus we see the storm warnings have long been flying. 

Great national magazines like the Saturday Evening Post, the 
Readers’ Digest, Advertising Age, Printers’ Ink, Changing Times, 
and a host of others have either undertaken to warn the public or call 
upon the industry to clean its own linen, as the Senators here so 
eloquently have stated in presenting their bill. 

It seems to me indeed a sorry state of affairs when the great auto- 
mobile industry and its host of responsible dealers permit a whole par- 
asitical business to grow upon their back in the form of so-called 
accurate price publications of the type I have here, simply because 
the dealers themselves are unable to present to their customers clearly, 
accurately, and uncompromisingly the price of their product. 

Senator Monroney. Tell us about that. I think that is one of those 
special services—that for the payment of a fee you can finally dis- 
cover what the proper suggested list price is. 

Mr. O’Brien. That is right, Senator. This is simply a book which 
lists all of the 1958 books at a certain date, lists the accessories which 
are believed to be standard and the factory suggested list price. Ap- 
parently it is available. There is nothing wrong with the publication. 
A responsible man puts it out. It is one of a number, I believe. The 
Senator listed one of these publications in the statement in the Con- 
gressional Record. 

I have here something from St. Louis. We didn’t have time to 
have them mounted. Here is a series of ads on new cars. But they 
are not offering new cars for sale. They are offering to buy your 
used car. It says, “If your car is a 1956 model we will allow you 
$1,775 and your payments will be $34.36.” What do they mean— 
$34.36 forever? They don’t say. 

Here is a whole series of such ads. No mention of the selling price. 
Of course the better business bureau is taking a position. Of course the 
better business bureau is going into the market place and asking every 
dealer to cut out this kind of thing. It is the same grass fire that started 
in St. Louis that has everywhere else. One dealer gets an idea and it 
swoops through the whole community because everybody is afraid, as 
you said, Senator, to be left out of some kind of a price shenanigan. 

Senator Monroney. Did you see the double-page colored ad in the 
Saturday Evening Post—I don’t know what it cost, but I know a great 
many thousands of dollars—beautiful color, beautiful art work, de- 
sign, and a picture of the new four-passenger Thunderbird, and in the 
center where the price used to be I find: “you can buy it for $66 a 
month,” but it doesn’t say how many months. This is the Ford Motor 
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Co. advertising a most desired product—even counsel for the committee 
has gone out and bought one. 

Mr. O’Brien. Dare we ask him how many months? 

Senator Monroney. He hasn’t told me. 

Mr. O’Brien. That is the problem which you and I touched upon 
last year in installment contracts. The difficulty is that our customers, 
our people now have educated themselves. I have talked with hun- 
dreds of them every year. They have educated themselves or hypno- 
tized themselves as we have used the term, not in how much the darn 
thing costs but how much a month. Nor do they care for how many 
months, nor what the interest is, nor the finance charges. 

Senator Monroney. That was true last year. This year I think the 
customers, from the way they are staying away from showrooms in 
droves, prove that they are beginning to find out that the $66 a month, 
or $35 a month until they are 65 or something, is quite a burden along 
with the other installment charges that they are carrying. I think it 
has come up against the law of diminishing returns. 

Mr. O’Brien. It still comes out of the customer’s budget every 
month. 

Senator Monroney. I think that is one reason why a return to old- 
fashioned honesty and clarity and respectability in the presentation of 
the most desired product of American industry is coming about. In 
fact it has been very heartening to the chairman to receive more mail 
on this particular bill than I have ever received on any bill I have 
introduced, and all of it, with the exception of one letter, is mail 
applauding the purposes of the bill. It comes from manufacturers, 
past sbubitieaite of NADA, State presidents of the automobile State 
dealers associations, small, big, middle-sized dealers, and a great vol- 
ume from the general public. So you are on the right track. 

Maybe the campaign of the better business bureau, or the reverse 
side of the coin—the gyp cars, the stripped cars that are nailed to the 
tloor, and all those other things—are finally finding a public that is 
just a little bit smarter than some of the ad writers think they are. 

Mr. O’Brien. I think you called it a “pea in the Madison Avenue 
shell game,” Senator. 

I have one here I didn’t mention. This was in the Washington Post 
last Saturday. I just picked it up this morning. I find the Moorish 
market here, and apparently a fine Oldsmobile dealer is. having a 
forced sale; “My wife and kids are starving.” He said, “The weather 
killed us.” “All-out deals on 1958 Oldsmobiles.” There is a series of 
cars described here and a series of figures. These are not prices but 
stock numbers. The Moorish market right here in Washington. I 
didn’t want to leave you out. 

Apparently the quagmire is now so deep that individual dealers 
or groups of dealers are unable to find their way out. Just as soon 
as a dealer posts his prices, and many have tried and are continuing 
to try, some neighboring “Smiling Slobovian” by the simple device of 
overbidding on used cars is able to sweep that dealer’s doorstep clean 
of business. 

In the last few months I have talked to dozens of auto dealers who 
are terribly concerned with this problem. I have statements from 
responsible auto dealer’s associations, asking for help and encouraging 
the position which we better business bureaus are taking in this 


problem. 
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You will forgive me for going local on this, Senator, because time 
was a little bit limited. I have here a letter from the Cleveland Auto- 
mobile Dealers’ Association, dated April 17, 1958, addressed to me at 
the better business bureau of Akron: 

GENTLEMEN: The great majority of our member dealers are most anxious to 
restore order ‘out of the confusion now existing in the pricing of new motor 
vehicles in our industry. 

Our organization is now developing and about to launch this next week a 
program to this very purpose. We welcome every support and assistance that 
will effect such stabilization. 

Yours very truly, 
R. E. Burrows, 
Executive Vice President. 

I have a letter dated April 16, 1958, from the Akron Automobile 

Dealers’ Association, addressed to me : 


As a spokesman for new car dealers in Summit County, I can say we will 
welcome any reasonable plan that will aid us in quoting a realistic price of auto- 
mobiles to the consumer. 

As the situation is now, no 1 or 2 dealers can do this job. It takes the coop- 
eration of a large segment of our industry. While we would prefer that the 
automobile factory take the initiative in establishing a uniform and realistic 
pricing policy, in the absence of such leadership, Government intervention may 
be desirable. 


Thank you for your interest in this subject as we compliment the BBB for its 
leadership. 


E. JoHN LEHMAN, 
Secretary-Manager. 

It seems to me that the whirlwind promised by the flying storm 
signals is now being reaped by the sincere and well- intended | as well 
as : by those who opened this Pandora’s box of gimmicks and insin- 
cerity. The American consumer, with his income remaining at a 
high level, with his savings at the highest figure ever, and increasing 
at the fastest rate, apparently has become immune in droves to the 
tricks and gimmicks and somersaults which moved him to buy before. 

What are we talking about in the bill which the Senators have 
presented? A price tag. This one just brought to my attention 
appeared in U. S. News & World Report for April 11 of this year. 
This may not be the exact form which the bill will finally dictate as 
it works its way through the Congress, but this is the kind of thing 
that you can go in and look at the ticket on a d: avenport ina furniture 
store, or you can go into a supermarket and buy groceries. Can you 
imagine the dilemma of a housewife, having pushed those carts 
through the maze of shelves without prices, and when she gets to 
the cash register and they would put the prices on there? Would 
she tolerate that? Or the traditional debate of the housewife and 
the butcher, “Cut off your thumb, I think I have bought it.” 

Why does she let her husband do this in automobile buying? 

Here is the kind of thing that a price tag might well look like. I 
think any responsible dealer, knowing that. his “competition likewise 
would be doing this same thing, would welcome this: Name of car, 
model, where it was built, name of the company, the serial number 
of the car. 

I was first a little startled at the requirement in the bill on this 
thing until I realized that Ohio has a rather closely controlled auto- 
mobile dealers sales and licensing law. Furthermore, in Ohio the 
bootleg car must be titled outside of the State and can be sold by 
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a used car dealer. No new car dealer can sell a bootleg car. I didn’t 
recognize the significance until I looked at some other States. 

The serial number and the dealer who first got the car: That is 
the thing that the dealers themselves had said is the bootlegging 
problem, and this shows who got the car first from the factory. Are 
you getting a new car or was it driven here from Texas to appear on 
somebody’s lot ? 

The method of transporting: Did it come by truck, rail or some 
hotrod kid? 

What were the average freight charges on this car, and the retail 
price of accessories, and finally the suggested retail price of the car? 

Dealers sometimes have told me that they can’t figure the prices, 
they can’t figure the finance charges, they can’t figure the insurance 
in the presence of the customer. Do you think any dealer ever let 
a car go out of his establishment without having a price on it on a 
piece of paper before the customer ever got hold of that steering 
wheel? Somewhere he knows the price. And there is no reason why 
it can’t be produced for the benefit of the customer who is shopping 
around. 

We have in the last few weeks in the Midwest, particularly in the 
cities of Cleveland and Akron, seen a welcome phenomenon in the 
united efforts of the auto dealers of those communities to grasp them- 
selves by the bootstraps so that through aggressive, direct sales pro- 
motion and selling, they have produced sales of new automobiles in 
quantities to which our mass production economy has been geared. 
You are now seeing that spark spread to a flame of courage and action 
among dealer groups throughout the Nation, that segment of the 
economy, which was described at the first of the year by the magazine 
Advertising Age as “the biggest marketing problem of 1958,” is 
doing something about that problem, and we think that spirit is 
going to rub off on businessmen in every field at every level. 

I am sure that the business leaders in the automotive field in taking 
a firm grasp of their problem and our problem, will welcome the kind 
of assistance and firm spelling out of the ground rules of fair play 
which only you, the representatives of all the people, can give in the 
form of the price disclosure bill now before you. 

Thank you very much, sir. 

Senator Monronery. Thank you. We appreciate very much this 
clear and able description of the problem that we face. 

The reaction that this proposal has generated, after some 3 years of 
being a sort of unwanted accessory in the automobile business, is very 
heartening indeed. It might almost be as unwanted today as 3 years 
ago—except it is something that I think a rather sick industry knows 
it is needalt 

In this suggested retail price, I think we should make it clear that 
this is not a “fair trade” pricing. This does not end bargaining. It 
is merely a signpost at which the bargaining can start. 

I think, either intentionally or unintentionally, the efforts of our 
own Justice Department, going clear back to a Democratic Attorney 
General, Howard McGrath, in making a speech at the Atlantic City 
automobile dealers, may have helped to inspire this. In the sub- 
stance of his speech, if anything smacked of factory retail prices or of 
territorial security. it was practically threatened with antitrust 
litigation. 
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It is rather interesting to note that since the Justice Depart- 
ment has taken such a tack—which was about 1949—that the num- 
ber of automobile manufacturers has been cut just about in half. So 
whatever action the Justice Department Antitrust Division is tak- 
ing to prohibit certain consumer services has not resulted in less com- 
binations of big business but in more combinations of big business— 
perhaps by w eakening the ability of factories to suggest the retail 
price so that they w ould have a Ww ay of advertising and presenting 
their product. 

I understand, although I haven’t read it, that the Justice Depart- 
ment, under the Republican administration, while they refuse on 
request or invitation to defend their position, has again come up with 
this same old cliche—that letting the American people know what the 
suggested retail price of an automobile is is apt to affect the antitrust 
laws. 

If it is not a firm price but merely a suggested retail price—as 
the signpost of value, to give them someplace to begin finding out, 
even to help determine what the proper price for their used car is— 
it cannot, by any stretch of my nonlegal mind, be compelling. 

Certainly the results in the overcombinations of big business under 
this administration, and under our own, would give lie to the idea 
that consumer aids necessarily create a condition and restraint of 
trade. 

Mr. Buspy. Senator, for the purpose of the record, we have not yet 
received a report that Justice promised us last Friday. 

Senator Mines: How many weeks ago did we ask for it? 

Mr. Buspy. We asked for it many weeks ago, April 18th, I believe. 

Senator Monroney. They have declined to: appear before this com- 
mittee, have they not? 

Mr. Bussy. They declined our invitation as of Friday. They said 
they did not wish to appeat 

Senator Monroney. Yaer purpose is largely to protect the con- 
sumers ¢ 

Mr. O’Brien. Yes, sir. 

Senator Monroney. Can you conceive that the suggested retail 
price being made known to the public would in any way foster monop- 
oly ore ombination of big business ? 

‘Mr. O’Brien. I have not a legal mind either so I cannot give you a 
legalistic answer. I can see no possible way in which that would 
imply what you indicated there. Coming clean with the price seems 
to us in the better business bureau a basic normal kind of way to open 
a business transaction. 

Senator Monronrey. And would not it also be perhaps the reverse 
of “combination in restraint of trade”? Many well-informed people 
have alleged that there is competition in every field of the automobile 
business—except in price. There is a close uniformity of price—part 
for part and equipment for equipment of the popular models now, 
and almost identical prices on particular models—even though the 
rampant competition goes forward with the new types of gimmicks 
and gadgets and decorated tail ends and things of that knd, 

Mr. O’Brien. I think observing that thing, Senator, that the price 
levels are very closely related not necessarily through conspiracy. 

Senator Monronry. I don’t think it is conspiracy. 
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Mr. O’Brien. We say the same kind of thing in the tire industry 
where the prices are within a nickel of each other. The minute one 
of our great rubber companies reduces its prices the others reduce 
theirs immediately in the same way. I am sure if one manufacturer 
of the low-priced three finds somebody with a radio or heater or a 
particular model a few dollars less than his own model, it is very 
shortly brought down to that price. 

Senator Monroney. No—because the public doesn’t know. They 
can’t find out what it is. There are 3,500 outlets that all have dif- 
ferent prices. And this file I read on a gentleman’s effort to find 
out the price of a Chevrolet and Plymouth would indicate it is a 
closely held secret. Therefore, the public can’t know the nearly 
identical prices—not through conspiracy but through the fact that 
nobody is going to start cutting prices. 

Mr. O’Brien. I think that is true with regard to the public. I was 
thinking from the standpoint of the dealer’s relationship with the 
factory. The factory’s own list price is completely competitive with 
every other factory, although the public has no way of knowing that. 

Senator Monronry. That is right, and the public can’t find out 
about that. If they all advertised the price of the cars, it might 
lead to competition in something other than equipment and tail fins 
and might get competition into the price field—which has some degree 
of importance in the purchase of a car. That is a genuine price field, 
instead of the “gimmick” ads. 

I have an interesting letter here from a schoolteacher who is writing 
her attorney. Apparently, she is a guardian for an incompetent, I 
mean a legal incompetent. So she writes her attorney saying: 

Dear Mr. CABEEN: Iam enclosing a clipping from the Seattle Times, and more 
power to Senator Monroney. I am also enclosing car prices I got from three 
ear dealers and you can see the merry-go-round ride a person gets, when trying 
to buy a car. I am still waiting for my car to be delivered, as they say it 
isn’t often they get a car with such few accessories. The cars come from the 
factory with everything on them and you can take it or leave it. I signed the 
order for the car on February 22, they said it would be delivered in 3 weeks. 
I’m still waiting. I know there is not a car shortage. I don’t know if they 
think I’ll get tired of waiting and take one loaded with accessories. I can wait 
as long as they can. 

Then she gives the prices on various cars from other dealers. One 
is Fairlane V-8, with extras, including Fordomatic, with heater, two- 
tone, undercoating, not lumped with the itemized price of the car, 
$3,035. State tax, $101.20. License tax, $45.10. Total price of the 
car, $3,181.30, less trade-in of $725. Car cost less trade-in, $2,456.30. 

She is a schoolteacher. She said: 


Notice the boosted price of car and extras in order to make it appear they were 
giving me a big trade-in. No one will pay $725 for a 10-year-old car. The price 
of $2,456.30 is near the price of the first dealer. 

Another dealer’s price on the same car, $2,586.88, $84.02 sales tax— 
there is a variation of some $20 on sales tax—$292.83 extras with 
State tax, $45.10 license, $3,008.83 price of car with tax and less $512 
trade-in, or $2,496.83. 

Extras were not itemized so I don’t know how the figure of $292.83 
was reached. They were lumped in one group. 


Not a single dealer gave me the real price of the car or the extra accessories. 
There is something very very wrong with the car business. 
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She gives another example of the variance of the trade-in on this 
car of $200, but she comes out with practically the same figure, $2,- 
448.90. She says: 

The $200 trade-in seems low but they claim the car is really 10 years old as 
the 1949 cars came out in 1948. I don’t know when the one I had came out. 
On the above prices they also stated were “fleet” prices and discounts were 
given on the prices therefor really bringing the trade-in price more than $200. 
I looked over used car lots and the highest price for a 1949 car was $295. I 
bought the new car from the above dealer as his prices seemed more sensible 
yet you will note the list price was not given but lumped with heater and tax. 
I don’t know the price of the heater but will try to find out. I was given three 
trade-in prices—$725, $512, and $200—but you notice in each instance prices 
were juggled until the three total prices came out about the same. 

I’ll try to get an itemized receipt when I pay for the car and send it to you 
when it is delivered. It’s time someone or something is done to straighten out 
the car dealers and salesmen. 

Yours very truly, 
(Mrs.) Crecerta CocHRAN. 

This question is raised because the attorney is an attorney for this 
lady under a guardianship. He must get the price of the car ap- 
proved. You can see the confusion of whether an attorney can have 
approved the purchase of a car that varies all the way from $1,500 on 
the new car price to some $2,400. It goes to show and proves, I think, 
that this goes far deeper than just hoodwinking a few gullible people 
among the public. 

I want to thank you again, Mr. O’Brien, for the very valuable help 
that you have given us in the past and also for putting together the 
evidence of many of the things that are going on throughout the 
country. 

Mr. O’Brien. Thank you, Senator. 

_ Senator Monroney. The next witness is Mr. Earl W. Kantner, 
Chief Counsel for the Federal Trade Commission, who has a state- 
ment he wishes to read. I am sorry that we did not know about your 
wishing to go earlier so that we could accommodate you before call- 
ing the first witness to the stand. 


STATEMENT OF EARL W. KINTNER, GENERAL COUNSEL, FEDERAL 
TRADE COMMISSION, WASHINGTON, D. C. 


Mr. Kinrner. Mr. Chairman, I have listened with great interest 
and with appreciation and sympathy to the statement made to this 
subcommittee by Mr. O’Brien. 

The alliance between the Federal Trade Commission and the Better 
Business Bureau of America is a close alliance and one of long stand- 
ing. We at the Commission have come to recognize and appreciate 
the very fine work done by Mr. O’Brien in Akron, and by Mr. Denni- 
son, of the Pittsburgh Better Business Bureau, who is here, in this 
field of fictitious pricing and bait advertising particularly. These 
two gentlemen and the better business bureau nationally have been 
in the forefront in this fight for truth in advertising. It is a problem 
that has plagued the Federal Trade Commission for more than 40 
years. We have appreciated very much the fine work done by the 
better business bureaus in this connection. 

Mr. Chairman, the Federal Trade Commission has directed that I 
read you a brief report on this legislation. I would like to say, in 
preface, that the Commission has not discussed in this report the prob- 
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lem which it realizes is a very serious one and which exists with re- 
_ to the subject matter of this subcommittee’s inquiry. Rather, 
the Commission has dealt very briefly with the proposed legislation 
and has made a suggestion which the committee may wish to consider. 

The letter, signed by John W. Gwynne, Chairman of the Federal 
Trade Commission, dated April 21, 1958, is as follows, being addressed 
to the Honorable Warren G. Magnuson, Chairman, Committee on 
Interstate and Foreign Commerce : 


Dear Mr. CHAIRMAN: This is in reply to your letter dated March 18, 1958, 
requesting an expression of the views of this agency on 8. 3500, a bill to require the 
full and fair disclosure of certain information in connection with the distribution 
of new automobiles in commerce, and for other purposes. 

The bill proposes to require the manufacturer or importer of new automobiles 
distributed in commerce to affix to the windshield of each automobile a label on 
which is to appear information disclosing the name, make, model, and serial 
number, the final assembly point, the name and location of the dealer to whom 
the automobile is to be delivered, the method of transportation, the suggested 
retail price of the automobile and each of its accessories, the freight charges, 
and the total price of the automobile. Willful failure to so affix such a label, 
to label falsely, or to remove or alter such label will subject the offending person 
to certain prescribed fines or imprisonment. 

It is our view that the proposed bill will not appreciably affect the duties of 
the Federal Trade Commission. Although the bill does not spell out how the 
fines are to be collected or by whom these provisions are to be enforced, it is 
assumed that enforcement would be the responsibility of the Attorney General. 

This agency has some concern with the fact that section 3 (e) of the act appar- 
ently will have the effect of mandatorily requiring the manufacturer or importer 
to establish a suggested, delivered, retail price to be affixed to the windshield 
whether or not the manufacturer or importer had in the past established such 
suggested price or whether, in fact, he had even deemed it desirable to do so. 
To eliminate this mandatory feature, the committee may wish to consider the 
insertion of the words “if any,” or other words of similar meaning, after the 
word “price” wherever it appears in section 3 (e). 

Since we do not believe the Federal Trade Commission will be granted any 
additional duties or responsibilities under the terms of S. 3500, further comment 
on the proposed bill would serve no useful purpose. 

By direction of the Commission. 

JoHN W. GwyYNNne, Chairman. 

N. B.—Pursuant to regulations, this report was submitted to the Bureau of 
the Budget on April 10, 1958, and on April 18, 1958, the Commission was advised 
that there would be no objection to the submission of the report to the committee. 


Rosert M, ParrisuH, Secretary. 


Senator Monronry. Thank you very much, Mr. Kintner. As coun- 
sel for the Federal Trade Commission you are rather well versed in 
our antitrust laws and the purposes of them. We are not wedded to 
the language of this bill. We are ready, willing, and anxious to make 
it conform to the industry practices necessary to make it workable 
without undue hardship or legal technicalities. Would you see any- 
thing in this bill that would come in conflict with the antitrust acts as 
you understand them ¢ 

Mr. Krintner. No, sir. If the bill as finally drafted requires dis- 
closure rather than resale price maintenance. The matter of resale 
price maintenance would, as the chairman appreciates, create an anti- 
trust problem. We assume that the Department of Justice will com- 
ment upon that phase of the matter. 

However, we were very sympathetic, at the Commission, toward 
certain uses problem that exists here, and the subcommittee’s deter- 
mined efforts to find a solution for that problem. It was in that light 
that we made this technical suggestion which we thought might result 
in some clarification of the problem the chairman has just mentioned. 
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Senator Monroney. I think we should consider this bill in the con- 
text of a price-disclosure bill, which it is. There is no theory on the 
part of myself, or, I am sure, Senator Thurmond to make this an actual 
required fair trade selling price, but it will serve merely as a guidepost 
of honesty and integrity in pricing America’s No. 1 product, the auto- 
mobile. Whatever changes are necessary to make that fact crystal 
clear in the law, we would be glad to have, and we would welcome any 
assistance that you and your legal staff have in regard to suggested 
language that will do that. 

Mr. Kinrner. Mr. Chairman, we will very very happy to consult 
with your counsel, Mr. Busby, as we have on many occasions in the 
past to attempt to give him such technical assistance as he may feel 
and you may feel the Federal Trade Commission can afford. 

As I have mentioned, the staff of the Commission, in studying this 
legislation, and necessarily studying the problem which brought 
about the submission of the legislation, has been most sympathetic 
toward efforts of this subcommittee to solve the problem. 

Senator Monroney. Thank you very much. 

The indications are, from correspondence we have had with auto- 
mobile manufacturers, that they are looking with a greater degree of 
sympathy on bringing the pricing of their product into Main Street, 
U.S. A., instead of leaving it in the jungle. 

With that view, it would seem to me that the requirement for the 
price disclosure of a suggested factory list price, if any, might be 
a very good thing, because competition itself—and this bill will pro- 
mote rather than limit competition—would cause most manufacturers, 
and even foreign importers, I think—to establish their own list prices. 

Mr. KtnrNer. Anything, Mr. Chairman, which promotes truth in 
advertising and fair dealing in American business not only helps the 
businessman but is, of course, most advantageous to the consumer who 
is his customer. 

Senator Monronry. And also it would indirectly help the great 
publications of the country which diminish the value of other adver- 
tising when the screaming, fictitious headlines leave the impression 
that 1t might be ballyhooing the shell game. 

Mr. Kintner. That is the pity of false advertising. It casts its 
shadow on all truthful advertising. It causes the public to mistrust 
that which they are told by the advertising media. We believe that 
right-thinking businessmen in the advertising field, and the Federal 
Trade Commission, are in complete agreement upon the necessity for 
greater truth in advertising, not only, as you pointed out, to protect 
the consumer and the businessman, but to protect the integrity of 
advertising itself, the integrity of the industry. 

Senator Monroney. Advertising itself is an industry of consid- 
able volume, is it not ? 

Mr. Kinrner. It is. 

Senator Monroney. I don’t know the total amount that is spent, 
but I venture to say it would run into many, many billions of dollars. 

Mr. Kintner. Mr. O’Brien pointed out that it was a $10 billion 
industry. I have no reason to doubt his characterization of the in- 
dustry. And that, sir, as you appreciate, is very big business indeed. 

Senator Monroney. And if bad habits and false statements appear 
repeatedly in publications, it tends to diminish, as you wisely said, 
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the value of department store advertising, of furniture advertising, 
of appliance advertising, and all others. 

Mr. Kintner. You are exactly right, sir. 

Senator Monronry. If we are able to make these changes in the 
bill—the general purpose of which we are all agreed on—and it be- 
comes only a price-disclosure bill as was intended, would you per- 
sonally favor the bill? 

Mr. Kintrner. Yes, sir. I can say that I and the staff members 
favor personally the objectives of this legislation. We feel that if 
adopted it might have a very salutary effect in the eradication of the 
serious problem that your inquiry has found to exist. 

Senator Monroney. Thank you very much. The purpose of this 
hearing is not to “set the amount,” but to obtain the best advice we 
can from the automobile manufacturers, the automobile dealers, the 
general public, and from agencies that help guard the welfare of the 
general public. 

Mr. Krintner. That fairness which is exhibited by your last remark 
has characterized, we find, any inquiry which the chairman has con- 
ducted in the past. 

Senator Monroney. Thank you very much. 

The committee is interested in many of the reforms which the Fed- 
eral Trade Commission has advocated for many, many years. 

Mr. Kintner. We are all working in the public interest. We at 
the Commission are anxious to assist this committee and the better 
business bureaus and all ether public-spirited groups in eliminating 
the unlawful practices that we know exist. 

Senator Monroney. Thank you very much, Mr. Kintner, for your 
courtesy in appearing here. 

Our next witness is Mr. Ross Netherton, of the American Automo- 
bile Association. 

I apologize, Mr. Netherton, for not reaching you sooner, but we 
wanted to place the Federal Trade Commission statement in at the 
earliest possible point in the hearings. 


STATEMENT OF ROSS D. NETHERTON, ACCOMPANIED BY LE VERNE 
JOHNSON AND LLOYD TUTTLE, ON BEHALF OF THE AMERICAN 
ANTOMOBILE ASSOCIATION 


Mr. Netuerton. I appreciate that, Mr. Chairman. 

I have two gentlemen from the District of Columbia division of 
the American Automobile Association that I would like to have with 
me. At the conclusion of my statement they will have something to 
say about a particular program that they have put into effect in this 
area, which I think will interest you. 

Senator Monroney. Thank you very much. 

Mr. Neruerton. I am Ross D. Netherton, legislative counsel for 
the American Automobile Association. I am accompanied today by 
Mr. LeVerne Johnson, manager of the District of Columbia division 
of the American Automobile Association, and Mr. Lloyd Tuttle, also 
of that organization. 

Senator Monronry. May I say here, that I think the AAA is al- 
most as old as the automobile itself, is it not, and as the industry has 
grown, the AAA has grown with it to be the great service organiza- 
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tion for the automobile driver or the automobile purchaser. You 
can scarcely go anywhere in the world without finding the tracks 
and path of the American Automobile Association or its affiliate auto- 
mobile associations in countries throughout the world where they are 
rendering great service to the automobile drivers of America. 

Mr. Neruerton. Thank you. 

We celebrated our 50th anniversary in 1952, and at that time had 
a chance to look back at some of that history. We, too, feel we have 
grown with a lot of the automobile problems and have seen many of 
them solved. Of course, as times change, so do the problems. 

Senator Monroney. That would make it about’56 years old, which 
is about the life span of the automobiles as we know them today. 

Mr. Neruerron. I think so. 

The American Automobile Association sincerely appreciates the 
oportunity to appear at these hearings dealing with the proposals 
contained in S. 3500 to require disclosure of certain information in 
connection with the distribution of new automobiles. The AAA is 
composed of 740 automobile clubs and their branch offices, affiliated in 
a nationwide organization for service to its motorist members and the 
motoring public. In the course of serving approximately 6 million 
motorists who are their members, and through their daily contact 
with the motoring public generally, the AAA clubs have come to 
know the motorist’s habits and problems. For many years the cost 
of car operation has been high on the list of problems which have 
concerned the motoring public. Over the years, the AAA has called 
attention to various special problems arising in this area. At the 
present time the policies of the AAA express its concern regarding 
the cost of car operation generally, as follows: 

The AAA strongly urges the automotive industry and the motoring public 
to recognize the dangers of the rising cost of operation of automobiles, and to 
explore ways and means of reducing the high cost of operation, maintenance and 
repair wherever possible. It is the belief of the AAA that efforts to reduce 
such costs should be carried on in all areas of activity connected: with motoring, 
including automobile design, automobile financing, automotive mechanic skills 
and standards of service, and automotive fuels, lubricants, chemical com- 
pounds and parts. 

We fully appreciate the observation made by Senator Monroney 
in his recent. statement to the Senate describing the difficulty that the 
average motorist has in negotiating for the purchase of a new auto- 
mobile. 

To appreciate the consumer’s problem in this regard, one must un- 
derstand something of the desires and buying habits of the motorist. 

Three out of four motorists will be looking for a 2- or 4-door sedan, 
probably of the same make as they currently own. They will also 
want certain special features, for which, they realize, they will have to 
pay extra. 

Nine out of ten will want radio and heater. 

Three out of four will want automatic transmission. 

One out of three will want power brakes and steering. 

One out of eight will want air conditioning. 

One out of twenty will want seat belts installed. 

Most buyers today will have had no experience in purchasing these 
items, since they bought their present car from 2 to 6 years ago when 
these features had much less widespread acceptance. 
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In almost 9 out of 10 cases, motorists will rely on the trade-in or 
sale of their present car to pay for part of the cost of their new car. 
As to the remainder, approximately 2 out of 3 will use installment 
credit or some other form of borrowing to finance the difference; 1 
out of 3 will pay the remainder in cash. 

In a general way, the typical motorist will realize that taxes figure 
into the cost of purchasing a new car. He probably does not realize, 
however, that 24 cents out of every automotive sales dollar is ac- 
counted for by taxes which the manufacturer or dealer has paid in 
the process of making and bring his new car to the showroom where 
it is sold. 

As to delivery and handling charges, they recognize that these costs 
must be reflected to some extent in the final cost of their purchase, but 
they will have no idea of what is reasonable for such charges. 

Similarly, the typical motorist will recognize that before he takes 
the wheel to drive his new car home, he should arrange for various 
types of insurance coverage. Some of this insurance will be for his 
own personal protection; some may be required in order to protect 
the security of the man from whom he borrowed the money to finance 
his purchase; some may be required by the financial responsibility 
laws of his State. In all probability, however, he does not know what 
risk classification he should be in or what the proper range of pre- 
miums for his insurance should be. 

So much for what the typical motorist must keep in mind when he 
buys anew car. Now let us see how he goes about the job of shopping 
and bringing these various pieces of his puzzle together into the con- 
tract that finally represents fis purchase. In this connection, I would 
invite the subcommittee to review the testimony of Dr. Ruby Norris, 

rofessor of economics at Connecticut College, delivered before the 

enate Subcommittee on Antitrust and Monopoly, in February 1958. 
In describing the results of a survey which she made among a selected 
sampling of new-car buyers, Dr. Norris found that most buyers made 
their selections because of some personal preference or experience with 
their present car. Rarely did a buyer have expert or technical advice 
before purchasing. Most buyers made their purchases from neighbor- 
hood dealers, within a few miles from home. About three-fourths of 
the buyers only seriously considered the one car they eventually 
bought. Half of the buyers did not road test the cars they looked at. 
In her survey, Dr. Norris testified, she found that most buyers came 
away with a “sense of dissatisfaction with the overall expensiveness 
of cars,” and some eventually purchased cars with optional equipment 
they really did not want. 

The foregoing facts suggest certain observations: 

First, from the standpoint of the size of the investment required 
and the complexity of the contractual arrangement involved, the pur- 
chase of a new car has probably been accurately described as ranking 
second only to the purchase of a new home. 

Second, the purchase of a new car with complete understanding of 
what goes into the final price may easily become an impossible task 
for the average nonexpert car buyer. In a marketplace offering a 
great variety of combinations and options in car styles, special equip- 
ment, accessories, financing, and insurance, the average buyer deals 
as a nonprofessional without recourse to expert advice. Frequently 
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the purchase that finally results can best be characterized as a bargain 
concluded on the basis of incomplete negotiations in which the barter 
of goods, the balance of credit, and ceremonial affirmations of faith 
in advertising slogans play a leading part. Whereas a housewife 
shopping for groceries in her neighborhood supermarket can study a 
wide range of products displayed ‘together on the shelves and compare 
information set forth on the labels of packaged goods, the car pur- 
chaser rarely has an opportunity to make his purchase with such care. 

These observations are not intended to point the finger of condem- 
nation at any particular group as willfully seeking to take advantage 
of the public in this situation. Necessarily, the motoring public’s level 
of information about the elements of car cost is pretty largely deter- 
mined by the buyer’s individual resourcefulness in knowing what to 
ask about and his success in finding someone who has access to facts 
and figures about these costs. The dealers with whom he negotiates 
will be cooperative, but often must undertake extensive searches of 
manufacturers’ manuals and pricing bulletins before they can answer 
the buyer’s questions. The manufacturers in turn produce their prod- 
ucts for a market which, in recent years, has been noted for its effort 
to offer maximum choice to individual tastes and purses. Perhaps it 
is a fair question to ask whether we should expect anything better in 
a situation where major car manufacturers can claim that, ‘because of 
the vast variety of colors, engines, and optional equipment, no two 
identical cars will be produced in a given assembly plant during a 
model year. If this is true, small wonder that surveys report a feeling 
of confusion and frustration on the part of the buying public in the 
matter of purchasing a new car. 

That such a feeling of frustration is widespread is borne out by the 
experience of many automobile clubs throughout the country in their 
contacts with the public. Motorists about to purchase new cars, or 
midway in the process of working out the details of a purchase, have 
contacted AAA clubs with requests for information as to what should 
be reasonable to pay under a particular set of circumstances. Often 
they need assistance in isolating and analyzing the various elements 
of cost which are wrapped up in and represe nted by a single dollars- 
and-cents figure which they are about to obligate themselves to pay 
each month for a given period of time. In response to this need and 
demand, many AAA clubs have attempted to have this information 
available or be in a position to direct the buyer to sources of this 
information. With respect to the program undertaken by one such 
automobile club, Mr. LeVerne Johnson will make a statement follow- 
ing me. 

In conclusion, I wish to assure the subcommittee that the experi- 
ence of the American Automobile Association bears out the premise 
upon which S. 3500 is based. There is today a definite need for more 
complete disclosure of information about the elements of cost involved 
in the purchase of automobiles, and a particular need for presenting 
this information in a form which makes it readily available to both 
buyer and seller, on an equal basis, as they negotiate with each other. 
Efforts to achieve this objective are clearly in the public interest. 

Senator Monronry. Thank you very much, Mr. Netherton, for 
your statement, for the work that you are doing, and for the conclu- 
sion which does not necessarily endorse the bill—I don’t think you 
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have the power to do that under your framework. Your conclusion 
does set forth your experience which supports the premise on which 
this legislation was based—that your vast experience with the member- 
ship in the 48 States discloses definite need for complete disclosure of 
the elements of cost involved in the purchase of an automobile. 

I would like very much to hear from Mr. LeVerne Johnson, who 
is with you, to give us some idea of the mechanics of the service that 
you are now being called on to render to the automobile association 
members who are prospective buyers of new cars. 

Mr. Jounson. Thank you very much, Senator Monroney and Sen- 
ator Thurmond. 

Iam LeVerne Johnson. I am manager of the District of Columbia 
division of the AAA, which operates in the greater metropolitan area 
of Washington and surrounding counties—13 counties in Virginia 
and about 214 counties in Maryland. We have about 118,000 mem- 
bers in this area. 

I have no prepared statement. 

Senator Monroney. We would rather have you state in your own 
way the results of the requests—undoubtedly you must have had a 
number of requests to launch this service. It wasn’t a plan wished to 
the members. 

Mr. Jounson. That is correct. 

We have been giving advice on car financing. I don’t know whether 
they were giving it 50 years ago, but at least some twenty-five-odd 

ears that I have been around, we have been giving advice on prob- 
ems connected with buying a new car. 

But some time last summer, perhaps in July or thereabouts, we 
noted more and more requests from our members on some of this 
confusion that exists, or apparently exists, surrounding the purchase 
of a new car. As we observed while Mr. O’Brien was testifying, 
perhaps the point of—what did he call it? the double pushup? is 
about where the members call us on the phone. The member calls 
us on the phone and in the past he has called one of our sales repre- 
sentatives who works with Mr. Tuttle, or Mr. Tuttle’s offtce, and once 
in a while he gets into our office or the tour bureau, and a number of 
other people. 

But last summer, during the summer, as questions became more 
numerous, and frankly, more technical, we found it necessary—we 
thought it best at least, in order to give our members the kind of 
service they wanted, to centralize this into one place where we could 
have all of these manuals that have been shown around here this 
morning—the NADA manual and so on—where we could have all the 
information readily at hand. We named this the “Mr. White Pro- 
gram.” As you know, we have no Mr. White. He has been 2 or 3 
people. He is a fellow with a big desk and 2 or 3 speakers on it, and 
all of these manuals and sundry kinds of information. And he can 
sit and talk with customers who call in. 

Ordinarily the customer calls in and says, “I am about to buy a 
new car. I am trading in my 1953 car on a 1958 Chevrolet,” Ford, 
Plymouth, or whatever it may be. “I have been offered such and such. 
Is this a good deal ?” 

At that point we do our level best to give him or her some honest 
advice on what to do. For example, in this so-called “used-car condi- 
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tion analysis,” which we have been publishing for 5 or 6 months, start- 
ing last fall, we have said on the inside page: 

If you decide to buy a car and pay for it on a monthly payment plan, financing 
arrangements are as important as a mechanical checkup of the car before select- 
ing it. Before signing anything, ask your dealer for an itemized cost list includ- 
ing the following items: The cost of the car and the downpayment; the cost of 
insurance; the dollar cost of financing; the monthly payments and the number 
of months. 

Find out if the monthly payments are the same for each month. 

Sign papers only after all blanks are filled in. 

Get .a copy of the completed, signed contract for your file, or ask that it be 
sent to you. 

As for the details of what the customer actually asks in order to 
know, to guide ourselves, to know more about what we were doing 
for the first couple of weeks when this program was announced last 
fall, Mr. Tuttle and his assistant, Mr. White, handled the program 
personally. It got too big for them, so we had to have a fellow in a 
separate room with a separate phone to handle it. I believe Mr. 
Tuttle can answer any of your questions—I don’t believe he has a 
statement—on what the customer actually asks when he calls up. I 
might tell you the extent of the program at the moment. We served 
519 people in January and February. That means it is 250 to 300 
amonth. I believe the number is growing. 

Mr. Turtrte. I have one story to tell that might be helpful. What 
really started Mr. Johnson and myself and others thinking of cen- 
tralizing the Mr. White plan, a representative came to me and said, 
“I feel pretty bad. A woman that I have known who has been a 
member of the AAA for several years called me up and wanted to 
buy some automobile insurance. And one of the questions that you 
ask when you ee insurance, one of the questions that is asked, 
is ‘how much did you pay for the car?’” This woman said that she 
paid—this is a fictitious figure but to get the story over—‘$3,700.” 
So, the representative said, “Did you have any trade-in or any other 
car to trade in or what have you?” She “ih “No, I paid cash for 
the car.” 

Then, she went into the story about her husband passing away and 
one thing or another. She felt she could walk into a dealer and pay 
‘ash for the car. The sales representative had quite a decision in his 
mind to make right at the time. The deal had been consummated ; the 
‘ar had been registered. When this incident was brought to my at- 
tention, and others in the District of Columbia division, we got to 
thinking that something was basically wrong. Here was a person 
in good faith walking in and paying a price for a car that possibly 
she could have gotten a little less off with the various price ranges 
that exist. And since that time, we have launched this “Mr. White 
program” and I guess what we are trying to do, wouldn’t you say, 
Mr. Johnson, is to do some of the things at least for our members, 
as much as we can, what you are sort of indicating here in the bill in 
one way or another. 

Senator Monroney. Couldn’t you probably define this as furnish- 
ing a native guide to help the people on their safari for an automo- 
bile through the pricing jungle that has grown up ? 

Mr. Turtrie. That would seem to me to be one of them. 
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Senator Monroney. It seems to me to be a good statement. I also 
notice this statement: “Who is Mr. White?” I think it would be 
very wise at this point to include it in the record. 

(The document is as follows :) 


WHO’S THIS MR. WHITE? 


Mr. White is a licensed representative who provides information that saved 
money for AAA members. Recently a member said he had a 1953 Ford he was 
trading in on a new automobile. He wanted to know if the trade-in price this 
dealer had made him seemed fair. Mr. White flipped the pages of the official 
Used Car Guide, located the make and model of the 1953 car and advised 
member that the trade-in value seemed reasonable. Mr. White asked about 
financing the car and the member said he hadn’t thought much about it. 

Mr. White said that many of the dealer finance plans are excellent but that 
the member should know exactly the type of automobile insurance, if any, is 
included, the name of the insurance company and the cost of the insurance. 
The member should also know what the finance charges are, additional service 
charges, and the number of monthly payments, and be sure that the payments 
are of equal amounts. Mr. White advised the member that he could save him- 
self some money and time by obtaining his auto insurance and advice on car 
financing through the AAA. The AAA is not in the car-financing business, it 
only advises members as to the best method of financing under the circumstances 
presented. The AAA member who telephoned would have paid $84 a month 
under plan A, whereas through Mr. White’s the payments were $75 a month— 
a saving of $216. 

Mr. White can also give good advice on the purchase of a used car. He pro- 
vides members with used-car condition analysis forms, a mechanical checkoff list 
(a guide for giving the prospective car a ‘“‘physical’” examination), Mr. White 
can provide the cash value and the book value of any automobile, and members 
can obtain the general market value of any car. These almost-priceless services 
are for AAA members only : 

Mr. White has this to say about people who are about to purchase a car: (1) 
Save on financing costs. Before you sign anything let us provide you with all 
the information; (2) save on an automobile-insurance costs and use the AAA 
Automobile Club Service Agency’s plan that automatically reduces physical- 
damage premiums by 20 percent over what many other companies charge; (3) 
by being a “cash buyer” when you go to buy a car from a dealer you may save 
money, and (4) check all the facts with Mr. White at MEtropolitan 8—4000, exten- 
sion 461, who can be a valuable third party to the purchase of your next car. 


Senator Monroney. Is this being done outside of Washington to any 
degree by the AAA ? 

Mr. Neruerton. The need for this kind of information is generally 
felt by the people who are representing the automobile clubs in their 
contacts with the public. Many of them have, by their own devices, 
accumulated manuals and various other documents in which this infor- 
mation is presented in bits and pieces, and have it available. I don’t 
know of any other automobile club that has a Mr. White or his counter- 
part. But we are advised that the representatives throughout the 
country in the various motor clubs have, through individual ingenuity, 
developed comparable services and are making use of them every day. 

Senator Monronry. The members appreciate this service tremen- 
dously, and you probably eliminate a great many heartaches and 
financial difficulties through this buyer-guidance service. 

Mr. Neruerton. I think that is true. But how extensive it is, how 
many calls a day come in, there is just no way to determine. 

Mr. Turtte. There is one thing. I thought myself—I don’t know 
about Mr. Johnson—I thought there would be a great concern from 
the dealers on this “Mr. White” program. We were on a very touchy 
subject involving a sale. There might be an occasional salesman in- 
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volved from a dealer, but I have yet to receive any phone call or hear 
saying that we are doing something wrong. And we seem to be 
handling a great many in our area. 

Mr. Jounson. This whole analysis has been well accepted in our 
area, 

Senator Monroney. I would say, based on 3 years’ experience of 
rather intimate association with this industry and all segments, that 
the vast majority of the dealers of America welcome anything that 
will give them the machinery so that we can return the industry to the 
respectability and responsibility that it once had. 

he dealers, the great overwhelming majority, regret and despise 
the trade practices that have grown up on the part of the few. 
But in the highly competitive industry they have been forced, 
against their wishes and against their better business instinct, to 
meet the lowest common denominator of competition and misrepre- 
sentation. They would like to hold their heads up in the Rotary 
clubs and in the churches and in their business circles and know 
that the same price that they quoted to buyer No. 1 has been quoted 
to buyer No. 2 to 50, inclusive. They despise the system that is 
causing every deal to be on an individual basis. If we could give 
them a set of ground rules so that the football game could be played 
just as effectively, but that it would take 4 downs to make 10 yards, 
with 6 points for a touchdown and 1 point for a goal after touchdown, 
the dealers would welcome that and not feel it is interfering in any 
way with the vigor with which the game is played. 

I had to get that in for the sake of the Oklahoma football team. 

Mr. Nernerron. I can summarize our conclusions and feelings on 
this by putting it this way: Anything, whether it comes from the 
industry or whether it comes from organizations like the Better 
Business Bureau, or whether it comes with the gentle prodding of 
Government will be welcome if it can bring about a greater and more 
uniform disclosure of information about the cost of automobiles, and 
make it possible to have that information readily available at the 
time when it is needed, that is, when the buyer and seller are actually 
negotiating and when a rather complicated contract, certainly affect- 
ing a substantial part of the fortunes of the ordinary layman for any- 
where from a year to 2 or 3 years, is about to be consumated. That, 
[ think, is the heart of the problem as far as it appears from our 
seat in the grandstand as we watch the motoring public and try to 
serve it in its everyday problems. 

Senator Monroney. Do you get the feeling, in dealing with con- 
sumers, the buyers, that if they had a greater confidence in trading 
with ground rules they understand and know that the number of 
people who would go to the showrooms to look at the shiny new 
models with all the new improvements would perhaps increase ? 

Mr. Neruerrton. I think you are stating a basic fact of our public 
and private life. Confidence withers when secrecy and mystery are 
injected into any kind of negotiations, whether they pertain to the 
public business in Government or whether they pertain to private 
business in the marketplace. 

Senator Monronry. And you would consider this bill as a list- 
price price disclosurse bill—the full disclosure of the pricing of the 
new car that the purchaser is buying and one that can not be altered 
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with each customer coming into the showroom? Isn’t that your idea 
of it? That it is no dictation or “fair pricing” of cars but merely an 
effort to identify and make certain what the suggested retail price of 
the manufacturer is—so that the public will have a point at which it 
can begin its bargaining on a car. 

Mr. Neruerton. Certainly that is my impression of what a 
straightforward reading of this bill would mean. 

Senator Monroney. I will say again that that is the intention of 
this author of the bill, and I am sure it is of the distinguished Repre- 
sentative from South Carolina. Knowing his dedication to States’ 
rights and free enterprise, I am sure that he would not affix his name 
to any bill that would in any way increase the domination of any 
Federal bureaucracy or anybody else for the maintenance or fixing 
of the price of an automobile. 

Senator Tuurmonp. How right you are. 

Mr. Torrie. Senator, just one thing: I wondered if the bill in- 
cluded—I did not read it thoroughly—the word “accessories” or 
words to that effect ? 

Senator Monroney. Yes, sir. 

Mr. Torrie. I think it is important. 

Senator Monroney. The accessories on the car that you are looking 
at are listed there. It gives the following information: “Retail de- 
livery. price of such automobile suggested by the factory ; retail deliv- 
ery price suggested by the factory for each accessory or appliance 
physically attached to such automobile at the time of its delivery to 
such dealer which is not included within the price of such automobile 
as stated pursuant to paragraph (1).” 

Mr. Tutrie. That is one of the big problems as stated by Mr. 
Netherton here. There are all new things that can be bought with 
a car. A person who hasn’t purchased a car in the last 3 or 4 years 
can really be confused. 

Senator Monroney. It is. And that is what makes it necessary to 
identify it. A stripped-down car could probably vary today $600 
from the price of a car fully equipped with everything on it—includ- 
ing a fox tail on the radio aerial. 

r. Jounson. Wouldn’t we be remiss if we didn’t say for the 
dealer, that he has a lot of money invested. I have a lot of dealers 
on my board. While we don’t take action as a local automobile club 
on proposed Federal legislation, it might bring some of the chaos 
out of their organization, too, because they want to make a fair 
dollar, too. They are interested in making money the same as all 
the rest of us are. And I think it is fair to say that in the past 
year they have been not able to make very much on it, according to 
what I read. 

Senator Monroney. It has been a chaotic merchandising condition. 
And no able merchandiser can operate under the hectic advertising 
that has been generated in this particular area of the pricing jungle. 
My correspondence with most of the dealers from whom I have heard 
has been a 100 percent reenforcement of this, just as you found 
on behalf of the consumer. 

I want to thank you very much. 

Senator Thurmond? 

Senator Tuurmonp. Mr. Johnson, don’t you think that this bill 
will tend to unveil the secrecy of, or mystery about, the prices of the 
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automobiles, and in the end inure to the benefit of the reputable and 
substantial automobile dealer ? 

Mr. Jounson. Yes, sir, and I think they think so, too. 

Senator THurmonp. And don’t you feel that this bill, because of 
the fair dealing that will result by its enactment, will be of great 
benefit to automobile purchasers ? 

Mr. Jounson. Absolutely. 

Senator Tuurmonp. I think the public is fortunate that we have as 
the chairman of our subcommittee such an able and dedicated Senator 
as Senator Monroney, who has become an expert on these matters 
and who is vitally interested in trying to protect the public. 

Senator Monroney. I thank the distinguished and faithful member 
of this committee, but I might say that with all the 3 years’ exper- 
ience that I have had with automobiles I still find myself a babe in 
the woods in trying to shop for a car without having the advantage 
of this bill as a cornerstone to go on. 

Mr. Jounson. Mr. Busby called Mr. White, before he bought his 
Thunderbird. And that got him out of the woods. 

Senator Tuurmonp. Mr. Chairman, if there is no objection, I have 
a letter here to me, dated April 18, 1958, from Mr. Ernest Burwell, 
of Spartanburg, S. C., which pertains chiefly to the matter of 
phantom freight rates. 

If there is no objection I would like it to go in the record. 

(The letter follows :) 

ERNEST BURWELL, INC., 
Spartanburg, S. C., April 18, 1958. 
Senator Strom THURMOND, 
Senate Office Building, Washington, D. C. 

Deak Strom: You’d probably get homesick if you didn’t get a letter from Spar- 
tanburg. 

Further on the subject of phantom freight charges, here is a specific example 
that may be helpful to you and Senator Monroney in establishing national uni- 
form delivered prices on all cars everywhere, which is the only plan, in our 
humble opinion, that will ever restore public confidence in the automobile-price 
structure. 

On Chevrolet passengers cars manufactured in Atlanta the freight charges 
to a dealer in Greenville, 8. C., or Spartanburg, S. C., are $15 per car higher than 
the freight charges on the same car delivered to the Chevrolet dealer in Yadkin- 
ville, N. C., 150 miles north of here and 150 miles farther from the Atlanta plant. 

In short, a haul-a-way rack of 4 new Chevrolet cars is hauled 150 miles farther 
(300 miles more distance for the haul-a-way rack round-trip) for $60 less charges 
than for the same delivery to this area. 

Tell Senator Monroney that similar discriminations exist in Oklahoma, if the 
dealers out there will pin it down for him. 

This, however, explains only a part of the $35 to $50 phantom-freight dis- 
crimination against dealers in this area, which discrimination aids and abets 
the bootlegger by that amount. 

Please remember that until the Government, which is the only thing big enough 
to control the automobile monopolies, outlaw phantom-freight discrimination and 
compels national uniform delivered prices (average freight rates), there remains 
a loophole through which both factories and dealers can still razzle-dazzle and 
confuse the public. 

Best wishes to you and Senator Monroney and grateful appreciation from all 
the dealers in this area for your kind interest in stabilizing this industry for 
the best interest of factory, dealer, and public. 

Sincerely, 
ERNEST BURWELL. 


Senator Monronry. We next have representatives of the National 
Automobile Dealers Association. There are several witnesses here. 
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I would like to have them state their names and position at this time. 
Admiral Bell, the executive vice president of NADA is here, Mr. 
Thomas F. Abbott, Jr., NADA director and chairman of national 
affairs committee, Forth Worth, Tex. 

wer W. M. McCune, NADA regional vice president, from Kittan- 
ning, Pa. 

Mr. Roland Hughes, NADA director, from Jonesboro, Ark. 

And Mr. Morgan R. Purdy, president, Ohio Automobile Dealers 
Association. 

We are glad to have you gentlemen from the NADA here. This 
committee has found you not only very helpful to the objectives which 
we have been pursuing for some 3 years but also one of the greatest 
sources of information. Contact with your organization in some half 
of the States, has helped very greatly in increasing the effectiveness 
of this committee’s work. We would tike to publicly express our appre- 
ciation to you at this time. 

Senator THurmonp. Mr. Chairman, I would like to concur in your 
statement as to the effectiveness of the National Automobile Dealers 
Association. The dealers in my State certainly look to this associa- 
tion for guidance and leadership. I think you have rendered a great 
service to the United States and our people in the manner in which you 
have conducted your work and the results which have been obtained 
on behalf of automobile dealers and citizens of our country. 

Senator Monroney. Thank you, Senator, for that comment. 

Admiral Bell, will you chair the meeting? I understand that you 
want to present this in your own way. 

We want to make the best possible bill to meet a situation which 
seems to be destroying the economic stability of the Nation’s No. 1 
industry. Certainly, the dealers are at the point of contact in the 
battle to determine whether this industry floats or sinks. We would 
like to have you present it in the best possible way to give us the 
advice and experience of your dealer shipments. 


STATEMENT OF FREDERICK J. BELL, EXECUTIVE VICE PRESIDENT 
OF THE NATIONAL AUTOMOBILE DEALERS ASSOCIATION 


Mr. Betz. I am Frederick J. Bell, and I am executive vice president 
of the National Automobile Dealers Association. I have no prepared 
statement this morning. I am accompanied by 4 automobile dealers, 
4 members of NADA, each of whom has a brief prepared statement. 

I think the committee might be interested in knowing that these 
4 gentlemen comprise 2 General Motors dealers, 2 Ford dealers, 1 of 
the GM dealers also selling the American Motors Metropolitan. Two 
are from the North; two an the South. Two are Republicans; two 
are Democrats. Two are from large cities, and two are from small. 
We are trying to be nonpartisan and across the board. And may I 
inject a personal thing, Mr. Chairman. 

I must report with regret that you lost me a dollar this morning, 
because I bet coming down in the car that within the first 30 minutes 
of play, the Oklahoma football team would be mentioned. You didn’t 
get around to it until almost noon. 

These four gentlemen, Mr. Chairman and Senator Thurmond, will 
document some of the actions that have been taken by NADA, in an 
effort to stabilize the industry and the public interest, because it has 
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long been our contention that it isn’t proper for a group of businessmen 
to just hit the wailing wall and just moan and just complain. We 
think that what they should do is to propose some constructive action 
to resolve the problems—if they can. We don’t think they are there 
to put the burden on Detroit or this Congress or on anyone else, if we 
can resolve the problems of the industry within the industry. 

As will be pointed out and as you well know, there are times when 
that cannot be done. Reference was made earlier by Mr. O’Brien to 
the action of the Association of Better Business Bureaus. NADA 
through its advertising ethics committee worked up with the Associa- 
tion of Better Business Bureaus a code of advertising principles to 
which reference will be made in some detail by one of our witnesses 
later on. 

That code has worked extremely well in those cities where both the 
local dealer group and the local better business bureau have worked 
together in harmony and where the dealers have recognized the fact 
that the better business bureau, in order to perform its function, must 
have money. 

I know in one city in the Middle West a dealer group for years has 
contributed between $25,000 and $40,000 a year to help their local 
better business bureau to do this policing job. As a result of it, ad- 
vertising of the type that you saw displayed here doesn’t exist in that 
place. 

In other cities, either because of a relatively ineffective better- 
business bureau or an ineffective dealer group, we have very unhappy 
results. 

The question has been frequently asked, and it was asked before this 
committeee 2 years ago: What caused all this rash of misleading 
advertising? We have all heard many reasons advanced. Some 
people say overproduction, some people say the postwar appointment 
as dealers of men who are not a credit to the industry. Some cite the 
factory unwillingness to take action; the fact that on occasion Detroit 
has hidden behind the allegation that the dealer is an independent 
businessman, and while the factory deplores the practices, their hands 
are tied and they are unable to act. 

It is of no particular significance what the cause or causes might 
have been or might be today. We have all seen the results and we have 
seen what it has done to the financial position of the small-business 
man who comprise this industry, and again one of our witnesses will 
go into some detail on that. 

It is our feeling, however, Mr. Chairman, on the part of NADA, 
that S. 3500 will help remove the worry on the part of Detroit, the 
worry we have heard stated, and it will heip restore some tranquillity 
on the part of the public and certainly the dealer body. 

NADA in February addressed a letter to each of the five factory 
presidents and we put in this letter the NADA program that was 
adopted by our board at our convention in Miami in January. And 
one of the things that we asked for is this: 

We urge all manufacturers to use and advertise realistic, uniform, delivered 
prices on a national basis. 

That was 1 of a 7-point program adopted by our board and transmitted 
to each of the factory presidents as of February 12. I wonder if you 
would be interested in hearing the response that we received so far ? 
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Senator Monroney. I think it would be very helpful to us, Admiral 
Bell. 

Mr. Brut. The replies are rather lengthy. I will address myself to 
the one part having to do with prices. 

In response from Mr. Colbert, the president of the Chrysler Corp., 
Uniform Delivered Prices—now, quoting from the letter: 

As you know, the industry in the postwar years has moved in the direction 
of each manufacturer having uniform delivered prices on a national basis and it 
seems likely that this trend will continue as time goes on. The progress that 
has taken place to date has been calculated to minimize any adverse economic 
effects that might result from the dislocation that inevitably takes place when 
sharp changes are made in longstanding pricing patterns. We have spent a 
great deal of time on this subject and have studied many markets to determine 
the effect of uniform delivered prices. This question has been the subject of 
considerable debate in the past because of legal, economic, and other practical 
problems that arise when changes are made that tend to favor one group of 
dealers and customers to the detriment of others. 


I don’t quite see just exactly what Mr. Colbert is driving at. 

In the response from Mr. Harlow H. Curtice, president of the Gen- 
eral Motors Corp., again addressing myself to just that one question : 

The use and advertising of uniform delivered prices on a national basis has 
been considered by us from time to time over the last 2 years. On two occa- 
sions a national delivered price was being considered but the price increases 
necessary to accomplish this were so substantial that the change could ‘not be 
justified under existing market conditions. Consideration has also been given 
to advertising manufacturers’ suggested delivered prices. We are in favor of 
such advertising, but we and our dealers generally recognize that this would be 
impractical unless members of the industry independently adopt the practice. 
The objectives of such a program may be possible of accomplishment under the 
bill recently introduced in the Senate by Senator Monroney if appropriate amend- 
ments are incorporated therein to meet practical operating conditions. 

Senator Monronry. Does Mr. Curtice outline what changes need 
be made? As I have repeatedly said, this is not concrete. We are 
searching for a bill that will work. 

Mr. Betu. He does not in this. I imagine you will hear testimony 
from General Motors. 

Senator Monroney. The General Motors Corp. will be represented 
by vice president Hufstader tomorrow. 

Mr. Betu. And in the reply from George Romney, board chair- 
man and president of American Motors: 


With respect to the other points in your letter— 
and one of those points is this matter of pricing— 


we should be pleased to go along to the best of our ability with whatever agree- 
ments are reached with other companies in the industry. 

Down at Miami the theme of our convention this year was to sell, 
serve. It occurred to us that the people to whom we are selling, and 
the people whom we are seeking to serve, are the buying public. So, 
therefore, we invited the General Federation of Women’s Clubs, with 
11 million members, and the National Students Association, with 3 
million members, to put out a questionnaire to their members and 
then to come before our convention on the closing day, in the final 
session, to give us the consumer point of view as reflected by the 11 
million members of the General Federation and the 3 million students. 
They did that, and the results were extremely interesting to us. We 
knew that we were going to get some rocks along with what we hoped 
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would be a few roses, and we did. Not only the dealers but the manu- 
facturers. The ladies especially were most articulate. They didn’t 
confine themselves to checking off their response to the questions on 
the questionnaire, but they turned the sheet over and they wrote their 
comments in longhand and at length. I remember one woman’s com- 
ment on advertising. She said “automobile advertising is for idiots 
and for children.” 

Senator Monroney. Don’t underestimate the intelligence of the 
children. 

Mr. Betz. That is a blanket indictment, and we are not here cer- 
tainly to make a blanket indictment of any group. We don’t main- 
tain that our 25,000-member body is completely 100-percent pure. 
We have found out on many occasions, when we have seen this ridicu- 
lous screwball deceptive advertising, that the most blatant user of 
that advertising is not an association man. He doesn’t belong to his 
local group or his State group or his National. 

Senator Monroney. Your association man is adversely affected by 
all advertising, no matter how blatant, and consequently, to sell he 
has terrific pressure by his sales manager and by his advertising 
manager to make his ads pull. 

Mr. Breuu. Certainly. 

Senator Monroney. So you eventually wind up with the most ethical 
dealer almost meeting, or at least approaching to varying degrees, the 
lower level set by the most blatant and irresponsible dealer in town. 
Is that a fact? 

Mr. Beri. That is completely true. 

Senator Monronry. He is reluctant, but has to stay in business. 

Mr. Bex. Reluctant, as you pointed out to one of the previous 
witnesses. And it doesn’t take very many of those bad apples to smell 
up the whole barrel. And it doesn’t take very many bad apples in 
any industry to give a bad name to the industry. 

Senator Monroney. One rotten apple in a barrel, I have often heard, 
tends to make the other apples rotten. 

Mr. Betu. Yes, sir. 

So, therefore, in closing my informal presentation here, and making 
room for these gentlemen who are themselves dealers, I would like to 
repeat that NADA has felt an obligation to do something positively. 

As a personal observation, I think it unfortunate, almost tragic, 
Senator, when an industry has to come to this body to have laws passed 
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to insure action in the public interest that I think could be taken 
within the industry itself by men of good will who were conscientious 
and wanted to work. 

Senator Monroney. I am not quite sure that I could agree with 
you. To go back to football, the coaches have to meet every year 
to decide what rule changes are going to be necessary to provide 
the maximum amount of competition and the maximum amount of 
duration of the life of the players. If you didn’t have any rules at 
all, there could be no football and, consequently, no football games. 
You would go back to the flying wedge and someone would invent a 
new play which would leave more casualities on the field. Even teaims 
like Oklahoma would run out of players to put on the field. 

Mr. Brix. That seems impossible. You made reference earlier to 
the fact that there are not many teams in this league. There are only 
five teams in this league. You made reference, as I think I did, to 
the fact that there is a feeling among those team captains that 
if they get together to prescribe these ground rules, they might find 
themselves in trouble with the Justice Department, and therefore 
anything that can be done such as you are doing here will take it out 
of that realm and be helpful. 

We are for S. 3500. There are certain amendments that we would 
like to ee with your permission. 

Senator Monroney. We are very anxious to develop this point for, 
as I said, we are trying to develop the best possible bill. We know 
that there are many particulars about this vast industry and we don’t 
understand every point. We have always found, however, that by 
adequate hearings, with men who have been associated with the 
industry, we obtain the strongest advice on this matter. 

Do you have a statement to include in the record ? 

Mr. Betz. I have sent for and just received a summary of the Con- 
sumers Satisfaction Survey that I just made reference to. If you 
think it would be helpful, I will submit this for the record. 

Senator Monroney. It will be very helpful indeed and it will be 
made a part of the record. 
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(The document is as follows :) 


CONSUMERS SATISFACTION SURVEY 


Members of the General Federation of Women’s Clubs 


(1) Population of respondent’s town : Percent 
I TT ci sess ctcasdo th escent ew cin cd ebb ip als cmssehousianneshitiameantie aaa cngeean aaa nanal 68 
I GR I aie scenic geting ew merce ws tren suing mp eran aise alaptananaeaia aan 7 
INCI ID 5 UNNI ae os ents evens snes dinars bite chan ceed ee 13 
IN AE se se rere nin cd asinine nica eee ene 9 
ee nn ais tsa mintn hgimadsgdppteaiatabaieruaeatb aaa 3 

Te ee ee en ee, 2 ee 100 

(2) Sex of respondent: 

Fe ni teael cea aien inhi biladlaates manbnsip tn neem pa ieaeiaah aetna 54 
RNG oe irene oes eek ee eee ee eee 4 
Cooperative return by husband and wife. ..................cseseeeeeeee 42 

I a ooo ns psec cnet getedes tre apace oak ee cng ee 100 

(3) Number of autos owned: 

ROUND ed eeccewerncesemnsetrdsecun tea ete ee eee 2 
Detect ee ee Ce ee eee ee 60 
Dia ein hpeininceniesinessiasixng La ebighin'ts tide waguite teal htsiin ita staging piss capa hh nee eee 33 
I BIG Foon pe po sce sn nc eins ka chen nies miosre Mecglaeebal arcs en oe aaa bata allele teen 5 

a taisiinc ccraiecten nce nearniicnentteses weciaresiahdlibus ata cide nls digltae ap ettaga ieee 100 

(4) Year in which last car was bought: 

I tc stasis tie sehchiricaaesatinshnannle agape ie 30 
sn tetas sus ce a soc Tes Ra sgt gl oes te tls ea 25 
a cli se inte Speight alibi tines sasiian daglemicommniaaiaiacksaa manna 18 
TG GR DOTOR: ois iin nncconedcntnndanspennehendteaedindenaee 27 

IN acts ic citi aendibe coors anes elae gta ght edie teenie itdiacla he eee ae 100 

(5) Was last car bought as a new or used car? 

CR iis istics hai einsthappaoteniiiegs ihitiltanmien tissaeictieouniitiabiigtaee cena tiem iaia aie eee eee 72 
TO Scacchi acy tesnsgremegn pleco pega etatpnireleide Ge iaas ohms leat 22 
cisions tects ttn se vn chtsnncnncg pn ng ensshctencini timated satin apes erage 6 

FIO cbs conncsnn sets nin-Sn inns een/ eset caress aeons ateaeaeay cota iiasgete tema. te ae 100 


(6) Where last car was bought: 
New cars: 


LORD DOW-CEE GORE nice ccreimtetinwiaantenGedeasage een 99 
From used-car dealer or private individual____.__-_----_-------------_ z 
OCG or ee eee Fe eee ene 100 

Used cars: 
PYOER- DOW-car CeRIOUB an os. en eee eee 75 
DIOR UGOG-CHT GeO? 5. oc nnn eee 10 
yrem: private inewvicnel......_...2223.. a eeeees 15 
POCA... 200th qninaitidusitinn a taltna dete Bite cet eee Res 100 

(7) Will next car be purchased from same dealer? 

OR cima wndn www onan esate anette gina weminammaiaia an 77 
II nc seuss canipnnmcies sre > Snr lng ota nc ageatininnin iahdiniiaeis acid emit oa, ee 22 
Br OE aii inscossexcctics ens stnarkvi cig tent nth coins acacia dined 1 
TIN cit stich ais ttc ea ga lees 100 


For those who answered “Yes” above, the following are the reasons given 
and the percent of respondents listing each reason. (Note: Persents add up to 
more than 100 percent since each respondent usually gave more than one reason: 
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Members of the General Federation of Women’s Clubs—Continued 


Percent 
Siew commence ie thie Benen. a a ee en nse 65 
Se a i emai wkeinmnnmdawna 52 
I nN ec om iepicinaes 40 
Neen ne nnn lace gnpnineschchelenenpheoiomes 31 
an cn ae ee 31 
a ee eo et chub eee ee ey oie 11 
ern NUP TRO == nS oe ce are eu eee 5 
ne eM ec Ne a oe teh nee 4 


For those who answered “No” above, the following are the reasons given 
and the percent of respondents listing each reason (Note: Percents add up to 
more than 100 percent since each respondent usually gave more than one 
reason) : 


Percent 

I i i sss nbd whem mien tw cg cso nicl 36 
I lis uc cans ein cocapthenie 27 
EG EN” RTS REN Sn 25 
Nee eh chic ed cei cae amoicmncdeepiite 15 
I No cleanin Mea peo es tins in woven 9 
I ire snichiss med tba Mi bpediels Weahthe cock cilia eter S 
I a een cciniemabim lpm mreinmminanteat 3 
i RRR RY 2 

(8) Where car is generally taken for repairs and servicing: : 

Percent 

ee eee en ICN as So sck s ~~ 58 
RlemenGent, sarere. or service station... 3. -.- --0---+--=-5--- eas 31 
Another dealer of the same make of car___----- ea Ral NY Ny s 
eno eo cat ne onan amanane 2 
I Ot sw rich inno mie sees 6 
a al titans nein 100 


(a) Of those who take their car to the dealer from whom it was bought, 8% 
percent stated that they were satisfied with the work most of the time. 

(b) The 11 percent who stated that they were not satisfied, gave the following 
reasons (Note: Percents add to more than 100 percent since many respondents 
gave more than one reason) : 


Percent 
I neo re Se ns oer oe ee oe 52. 
Ir re be an er eh ee 28 
Seems to have no interest in me or my car__.------.----_-__---------- 28 
a ne enn TOD one tt 20 
I i nec ee ara wkechasig lin Beh ig dig adj 8 
ee I, nn remem ca caesane—- z 8 
Meechenics mot trained on new modeis.............................- sf2i 4 


(c) Respondents gave the following reasons why they take their cars for 
repairs and servicing where they do (Note: Percents add to more than 100 
percent since many respondents gave more than one reason) : 


Percent 
I se ace tices 70 
Senay NONE INGE SE OUSOUN pe ice ra teennneee 65 
I a, ccs cnl candi bnddla Ised Guanes cceahenipb dni cadmune 64 
NTE ee ne Sc chic sds Stew bncn'esan cane 43 

(9) Advertising done by new car dealers is believed to be: 
Percent 
I ak fa cc estes ein gL oSieeaic dee aagilianciaritreinevennivteieoasouie 64 
atin inal eich Mehndi Rah Reine mE ee 2 
ieee Rn ween wbence wees 10 
a a lintntrnilecen bint banMin seins mlcihrnouennestetttt 6 
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Members of the General Federation of Women’s Clubs—Continued 


(10) New-car dealers’ profits are believed to be: Percent 
Pa es ccs asses totam tactic aphasia ep tgtean tbe 51 
Too bign....... rks sca tsicesciin enn ch ed cassis Ip nanan area ae aes aie eas eae 32 
Pa? Sages eS Sree et Bees x. pete an Se eee Sr eee 3 
Ter GRA ss eee eee 14 

DOE cis tke ecb we wo meen inn n cbbetdnniaietimmma 100 


(11) Most common comments on various phases of the auto industry (in 
descending order of frequency) : 
‘s ) Too much horsepower. 
(2) Car prices too high. 
(3) Cars should be designed so they are easier to repair. 
(4) More safety features needed—should be standard equipment. 
(5) Cars too long. 
(6) Poor construction, materials and workmanship of news cars. 
(7) United States cars use too much gas. 
(8) Cars too hard to get in and out of. 
(9) Cars should be more carefully inspected before leaving factory. 
(10) Mechanics don’t know how to repair new cars. 
(11) Cars too low. 
(12) American manufacturers should build small utility car to compete 
with foreign makes. 
(13) Advertising is overdone. 
(14) More accent on efficiency and quality rather than on style. 
(15) Poor assembly of new cars. 


CONSUMERS SATISFACTION SURVEY 
National Student Association members 


(1) Have you purchased a car yourself: 


Percent 

I sais sat Os cs nn dete ca hceeean sacs alg a otcad aed dasa <ipsattaadioclhlghhieasarcesiehiileh stein ini ener 39 
hie ti aig: carmsvtshararign ed name eaeh awseciac ap none Sten saccalls est a aa aa en ne 61 
a ae a eS i ec wiccanpteniasicieecd ei ea a 100 


Of those who answered ‘‘No” above, 70 percent stated that they had participated 
in the selection of a car purchased by their family. 
For the following tables, students are classified as follows: 
Group A:. Those who have bought a car themselves. 
Group B: Those who have participated in the selection of a car by their 
family. 
Group C: Those who have neither bought a car themselves nor participated 
in the selection of one by family. 
(2) Year in which last car bought: 


{In percent] 


——— eueneintinte 
| Group C | All groups 








| aie | 100 | 100. 


Group A Group B pa | 
WOR cJcs.- oncbeta . : wie He 39 | 28 | 27 32 
Pitman iecinenmaduea Ne ae 35 | 29 29 31 
1955... 16 | 14 12 15 
1954 and earlier__- . 10 | aad 32 22 
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(3) Was last car bought as a new or used car? 
[In percent] 


Group A | Group B | Group C | All groups 














RIE eer SOTA ONC 39 64 79 57 
neh oceae 61 30 18 40 
ee ie oe hei in ccwenced oadeininad cael te 0 6 3 3 

Total......- ee oe ae 100 | 100 | 10 | 100 





(4) Where last car was bought: 
{In percent] 





Group A | Group B | Group C | All groups 











New Cars: From new-car dealer............-----.- ; | 100 100 | 100 100 
Used cars: Moe oki “ars. 
From new-car dealer. -...--.-..---- 2 Sikh aaah | 50 72 66 58 
a oe nocigupeeapecltpmaiven! 22 12 17 18 
From private individual - - .__--- aw dds bh SESE 28 16 | 17 24 
— oo |————_____} — — 

Total____. el Be ss 100 | 100 | 100 100 


(5) Did you decide on make of car before visiting any dealer? 




















[In percent} 

Group A Group B | Group C | au groups 
SS sillliatlnen tien asian biel Chenicipaiaanatsb ale aa 

New-car buyers: | | 
at ec ai nme a os | 62 85 69 
ih cdbektpabecmaeeo as Sree aaetetes 3 | 38 | 15 3 
AR Sere ress. ani ceded Sibi 100 | 100 | 100 100 
— OO OEE EE 

Used-car buyers: 

MPD hdacay do bold — ss bi dd ond dacabinder dasunnuns de 35 | 36 67 38 
ee re oi in dk cog ina ioe acai anpcbasen ge cedaeaetd 61 56 33 57 
No answer. ..-..-.-.--- ‘ 7 sea kemente aes 4 8 0 5 

Pnttecaensassoncsso kage elsqasetedldsndyd-Ged | 100 100 100 100 





(6) Reasons given for deciding on the make of car wanted before visiting 
any dealer (Note: Percentages add to more than 100% since several reasons 
usually given by each respondent) : 


All groups 





{In percent] 

New-car Used-car 

| buyers buyers 
Stayed with the make I had been driving-....---....-...--------------------- | 64 38 
es ose AOL Sand ans henastedes cncduaebeleebenbs silence 21 31 
Magazine advertising.............- a a Be tg | 4 0 
aero Gewese nawenentc ey 4 0 
Newspaper advertising -_.-._..----- hi eohadsgeealee neonate oe ake ha cel Gael 3 0 
i a a oa cain Cod Seb aN unhbes wing ehamEeeee 3 3 
ets hood a eaucinaneinebenhahetbiancatecspuaien | 3 0 
nei ee ie Ries ee a ae 1 0 








ee i ad 
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(7) Those who didn’t decide on make wanted before visiting any dealer : 
Average number of makes looked at (all groups) : 


PEO-On . DUFOUR orci Be tienen 3 

ee eee a Dahl RL ie sikinaabenssenilansneltecmecandinasetespeiiabaaeialien 4 
Average number of dealers visited (all groups) : 

PROT CU Oi Wii vice cneicctcnen satiny tnt aitadiaiaiaedie aac manent 5 

a I a in einem inns csmsnliisensscicitstin mien se enna anemia enaentidaiig: china 3 


Reasons given for choosing the make (Note: Percentages add to more than 
100 percent since several reasons usually given by each respondent) : 


All groups 


{In percent] 











| New-car Used-car 

buyers buyers 
Got the best deal of any make_--_- Sa aries oe 71 64 
Smallest money difference be tween car price a ‘and trade-in allowance...--_--_-- 32 9 
IY I oh needle in biomass See a eee Penibeine ee eabamdiamain 18 30 
Demonstration ride_..___-- sith cach Sn ncaa glides pt cad al aetna 15 20 
Convenient location of dealer____- wo atk pecans escumuisincesphchicw eae aaaaiaeentadataatae ae 9 11 
GE i nics adinncdtachaundtinjraktnnnscanumeisiiaebireinisiibamernikimsnasmiain 6 7 


(8) After deciding on the make of car wanted, did you shop around at several 
dealerships handling this make before purchasing? 


2 perce on 


Group A | Group B Group C | All groups 














‘caiientaiaa vt s - 7 4 eotaie oon oe 

New-car buyers: | | 
heb iktkstie xed nee ieith cicdehe deekndtinans wae 59 43 33 | 5 
a a aie a | 38 53 | 63 51 
No answer. ----- 3 4 4 4 
PE itendeiseusdaxtccdesahe ates swtabenaee ; 100 100 | 100 100 
Used-car buyers: a on ' ‘gipe alta Sab £ i 
Di ctiiekishsinpie titi Socehatanl saivoiaaie ahs 26 28 | 67 30 
No aaa : cau ge ace 61 72 | 33 62 
PS MN aes 550 22S essot ‘ 13 aceh Lal s 
a re 100 100 | 100 | 100 


(9) The following are the factors that influenced the shoppers the most 
in selecting the dealer they did (Note: Percentages add to more than 100 percent 
since more than 1 reason was usually given by each respondent) : 


All groups 


[In percent[ 





New-car Used-car 

buyers buyers 
Best deal in terms of smallest money difference between trade-in and car bought_ 51 30 
Had traded with this dealer before and was satisfied_.................--...--.- 33 17 
Dealer has excellent service reputation..................-...-----..-------.---- 31 30 
a ees ces aaemanis wings eininiaariees Saandlinagiaebioed 22 9 
PO EINE GINEI 0S. CORRINOII So oon cn cnckicencenstccaunsecucécnsctuncnunes 8 17 
PPE GNU Se ican 6 blaenbntenhasck eee Tt cedicadbaite aid taipamiaee 8 13 
ee a a ee a a ae 6 9 
Ce eT ee eetimannsenibnedh mena aeliteeaieiee 6 4 
Dealer advertised biggest trade-in allowance___...................----.--..---- 4 4 
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(10) Those who did not shop around, gave the following reasons for pur- 
chasing at the dealer where they did (Note: Percentages add up to more 
than 100 percent since more than 1 reason was usually given by each respondent) : 


All groups 


[In percent] 








' 

| New-car Used-car 

| buyers buyers 
Have pereomel Giga Ty Ge Gemreraltin... - oe concn eee | 50 23 
Have purchased from same dealer A and liked him 46 21 
Dealer has reputation for good service. .-...........-.-.---- 36 | 29 
Friendly treatment by the dealer___._.............-..---.--.. 30 27 
Convenient location—other dealers of same make too far away .._.....------_- 20 13 
ee aul be dcbedenandedbsekccanacecsooes 16 35 
nn a on camcivabewedececccscuccccnscucaccn 13 21 
Dealer contacted me first and made what I considered a satisfactory offer-.___- 9 10 
Neen en nen eee at bem dapdnine sbodbedanowocs on 2 23 
Dealer followed up my visit with phone call____.............-..-----.--.------ 2 2 
St ot LT con cwcunonnttocsrosedanbancenencts 2 6 
cu ce daeeassinonnnenin 0 4 


(11) Would you purchase your next ear from the same dealer? 


All groups 





Percent 

i 30 oe eee a ee te ee aa i el bine hd 59 
Mite tecehatee tialleeiindinel ake is, aici oR LS Ui yo ee ee a SE ae eee et Lk 27 
i a gs cystinosin sence a Ticgin 14 
a er ee Ege ican cs ti gh ae anaonaoeeees 100 


(a) For those who answered “Yes” above, the following are the reasons given 
and the percent of respondents listing each reason (Note: Percentages add up 
to more than 100 percent since more than one reason was usually given by 
respondents) : 


Percent 
=. Soros eines een nslapasetnran nen ws hake meinen tnlena 63 
[oenusereene. semeeren. acer. purchase. — 50 
ioe on nee nnn nnecbees 30 
Eee ret ee teen Bllowaence.. gn ne eck nk enc ces 17 
ee eau a aeemenee 15 
rn I BO CU oo wen cm cncteancinaamacum aie 6 
I NINO ih aia tere rnemeetinen nt cenceseuaneeess 4 


(b) For those who answered “No” above, the following are the reasons given 
and the percent of respondents listing each reason (Note: Percentages add up 
to more than 100 percent since more than one reason was usually given by 
respondents) : 


Percent 
Pine Ge eres & GMerent MARS OF GURs iin nin te cenncnncncun 42 
I ch dein cm cir imiigeneocheme ee pinavanenibineiie 25 
Neen pe ed oo cas eared erie ors ous hon webenaiianamerenen pains 15 
Denier showea m0 mtercet after the sale... ot 12 
cars i nnn ec cnlbis dh eieivelinbeneiinatweraanasentds 10 
al crane teiateniensenionanies cei eniieanalngs beeen incntcorendes sets oe 8 
TP NO Sec ec acer ck eimi aen esse eres evo cs ac nev cm avenesenpien pace 6 
Dees tee ee Wemmeneneee. oo is Cts ree es ages 4 

(12) Where do you take your car for repairs and servicing? 
All groups 

Percent 
ee Gees OF Service MINION — oo 45 
I UI IS crete estore en ermeenciemaioe 41 
eS os ad pes ns asa gece ecco ems higascianahonmanene 9 
I i ce us msipensivem wautmnclipaiasaome 8 
re eenitiatdh inched tn ne eos'avininrenlakewsmicienien us 2 
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(183) Why do you have your car serviced where you do? (Note: Percentages 
add up to more than 100 percent since more than one reason was usually given 
by respondents) : 

All groups 


{In percent] 


| 
| Dealer from Another Independent 





| whom pur- dealer of garage or 
chased same or dif- | service sta- 
ferent make tion 
—--—— — |  |-- dnt 
ee Soe Oe BBO PENOR 6 oon oo he es aes 61 68 65 
Good work done there previously__--_- ae sei a+] 55 64 59 
Believe the charges are fair_............-.... taal eet! ie 25 32 53 
Convenient location. -...-- ocala uh ahshchdded cobbbakinmtes diene } 23 64 56 
Ee SOC an sen a rigeoniinllasbhinwendieude | 0 14 14 
ST EE NG a ode -b pt deca te cbs maces desusteoddbhakoeseqgeds | 3 0 R 


(a) If you take your car for repairs and servicing to the dealer from whom 
purchased, have you been satisfied with his work most of the time? 





All groups 


Percent 

NO iii ec Bilao kee thom thebeats heilets Sic tec yeni lpi i celta alee eee Rie ea 88 
I Facdhiss-gped dit duh la nicl ae ine dirs ahoka lasek dee ep sienelliaapmnstinil dmg dilate ieee 10 
I NE oi. sterin pacers as occauedhineciin eabinioa te Seees tb tiadleialeia inca area ena ane ae 2 
ete? 463 hel oe Sr ee ee 100 


(b) If not satisfied, why not? The following are the reasons most frequently 
listed, in descending order of frequency : 
(1) Work unsatisfactory. 
(2) Charges too much. 
(3) Work not ready when promised. 
(4) No confidence in mechanics. 
(5) Discourteous employees. 
(6) Several trips required to get satisfactory work. 
(7) Havetostay right with the mechanic to get good work done. 
(14) Do you believe that the advertising done by new car dealers is: 


All groups 


Percent 


EO: CCT Ca aa cea ccna gceuactins emnatenneeimennbandintyin arti aen np eierae eames ae =) <n 
eee TRIG AG TRG a sk we eet sip eer cre noon 23 
re ON nS ied Si ice cau ve crt Seow sien le bine Jen 9 
Conietemtiy ratiatlen isch eh nea aL A oe 6 

IRE vaccines ecnniaetinlectntniccs Socata caine ona De lace mia aca ee 100 


(15) Do you believe, in general, that new-car dealers’ profits are: 


All groups 


Percent 

SN a csinien oh des caithis pin sin bi Darks pntagnincns diem enh satipaatlcctiahis anatase dasa eels hada eat ieee 43 
IE a gi ctype meson ws ikea all nh dog Dies pores ooh elena meen ac aia 39 
eer S OW Gr WO AnNWOre 3c ne ee ee 15 
ia Ek ctr weblion held clonic dase dence wht holes eben ebda gO tbat sae 3 
TRO. 5 cnice ckasiennsingn apts snbceanebodtnbentaameeite dltg sine aden tage 100 


(16) Most common additional comments on various phases of the auto indus- 
try (in descending order of frequency) : 
(1) Too much chrome—too flashy styling in American ears. 
(2) Need low-cost, high-mileage, United States-made car—a city car. 
(3) Too much emphasis on horsepower. 
(4) Cars should be equipped with adequate safety devices. 
(5) Cars too long—too hard to park. 
(6) Poor assembly of new cars. 
(7) American cars use too much gas. 
(8) American cars are too expensive. 
(9) Cars too hard to get in and out of. 
(10) Too much emphasis on advertising. 


24776—58——-5 





62 AUTOMOBILE PRICE LABELING 


Mr. Brut. If you have no questions for me I will be succeeded by 
Mr. Abbott, chairman of the NADA National Affairs Committee. 

Senator Monroney. Mr. Abbott, we are happy to have you here. 
You may proceed in your own way. 


STATEMENT OF THOMAS F. ABBOTT, JR., PONTIAC DEALER, 
FORT WORTH, TEX. 


Mr. Assorr. Thank you, Mr. Chairman. 

My name is Thomas Abbott. Iam a Pontiac dealer in Fort Worth, 

ex. 

Mr. Chairman and gentlemen of the committee: On behalf of our 
National Association, which I have the honor of serving as chairman 
of the National Affairs Committee during 1958, I wish to thank you 
for the privilege of being afforded the opportunity of appearing be- 
ae you with my colleagues to present the views of our association on 

. 3500. 

Although it hardly seems necessary because of the former appear- 
ances of our association before this committee in previous years, I 
will nonetheless identify our organization as being the National Auto- 
mobile Dealers Association representing some 25,000 enfranchised 
automobile dealers situated in almost every city, town and hamlet in 
the United States. We have had the privilege of appearing before this 
distinguished committee upon numerous occasions in the past and at 
the outset, we wish to express our deep appreciation for the many fine 
contributions to the welfare of the retail automobile industry that this 
committee has made. 

Not the least of the many contributions which you have made to 
America’s number one industry—the automobile industry—and to the 
retail segment of that industry in particular is the introduction of S. 
8500. It is our sincere belief that the enactment of this legislation 
will be one of the most significant developments in improving condi- 
tions in an industry which is the bell wether of the economy of the 
nation that has been taken in the last several years. 

May I say to start with that it is the overwhelming and enthusiastic 
sentiment of the preponderant number of our members that the objec- 
tives and methods of approach to reach these objectives as embodied in 
S. 3500 are sound and desirable. First and of paramount interest to 
us all is that they are in the public interest. The entire purpose of the 
bill is to protect the consumer and in this we heartily concur. 

NADA, as spokesman for the retail segment of the automobile in- 
dustry, has, over the last 5 years, sought by negotiation with the manu- 
facturers and by countless conferences with the Department of Justice, 
the Federal Trade Commission, and other departments of the execu- 
tive branch of our Government, to work out practical, sound business 
solutions which would be legal within the framework of existing laws, 
to do away with those things that S. 3500 is designed to correct. 

Although relentless energies have been expended by NADA to re- 
solve these matters, little, if any, noticeable progress has been realized. 
Under such circumstances, the one other alternative must be exploited 
at this time, coming to Congress and seeking the enactment of Federal 
statutes to correct the situation. 

Under your wise leadership, Mr. Chairman, the public is most for- 
tunate in having S. 3500 designed and introduced to provide the solu- 
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tion to their greatest ills. We recognize, of course, as I know you do, 
that the enactment of S. 3500 will not solve all the problems in the 
automobile industry. Those which you are correcting, however, are of 
such major significance that the enactment of S. 3500 has captured the 
enthusiastic interest and support of the dealer body of America and 
once the consuming public becomes aware of the impact that this will 
have upon the marketing of automobiles, you may rest assured that the 
general public will join with us in advocating the immediate enact- 
ment of this legislation. 

We do have certain suggestions to strengthen the bill in the public 
interest, which is my understanding has been submitted to the counsel 
for your committee, Mr. Busby, and discussed in technical detail by 
our legislative counsel, Dr. Kirks. I am not qualified as an attorney 
nor one versed in the art of legislative draftsmanship to go into the 
technical details of these suggested amendments or changes in S. 3500. 
I will take the liberty, however, of inviting the committee’s attention 
to the general nature of these recommendations and I, and the other 
three dealer witnesses who will follow me, are here to present from 
the dealer’s point of view the need for the enactment of this legisla- 
tion. 

Referring to the bill itself, under the title “Definitions,” section 2, 
subparagraph (a), it is our recommendation that the definition of 
“manufacturer” which is used in Public Law 1026, the dealer’s “day in 
court” or “Good Faith Act,” be substituted for that which appears in 
S. 3500. 

Subparagraphs (b) and (c) we would leave unchanged in their 
present form. 

Subparagraph (d) has been amended so as to permit accommoda- 
tion transfers among dealers. 

Under subparagraph (e), however, we have several additions which 
we wish to suggest to you and a rearrangement of the order of the 
presentation of this data on the label or sticker that would be affixed 
to the windshield. In lieu of subparagraph (1), we suggest for your 
consideration, “the manufacturer’s f. 0. b. retail price.” 

With respect to subparagraph (2) we submit to you this language: 
“the suggested manufacturer’s retail delivered price of each accessory 
or appliance physically attached to such automobile at the time of 
its delivery to such dealer which is not included within the price of 
such automobile as stated pursuant to paragraph (1).” 

Subparagraph (3) remains unchanged. 

Our newly suggested subparagraph (6) is in substance your present 
subparagraph (4). 

As a new subparagraph (4) we suggest “the amount of the Federal 
excise tax.” 

We propose a new subparagraph (5), “the manufacturer’s suggested 
dealer delivery and handling charges.” 

So far as the section entitled “Penalties” is concerned, our principal 
recommendation is the removal of the word “willfully” in each sub- 
paragraph, (a), (b), and (c). 

In the final section, section 5, we strongly recommend that the 
language of the present bill of “6 months” be changed to read “3”. If 
it is found feasible to shorten the effective date of this statute the 
sooner the better so far as we are concerned. 
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Those are our suggestions with respect to the language of S. 3500. 

It seems to be not only unnecessary but inappropriate, Mr. Chair- 
man and gentlemen of the committee, for me at this time to review 
in detail all of the historical development and background of the 
many undesirable and unfortunate merchandising practices detrimen- 
tal to the buying public that have developed within our industry 
which S. 3500 will cure or minimize. 

As a result of extensive hearings conducted by your committee over 
the ~ several years, related to other matters than the subject of 
this bill, it would be presumptuous for me to even suggest develop- 
ing all of those factors which are as well known to you gentlemen of 
the committee as they are to those of us in the business. But, we are 
the first to recognize that irrespective of what may have been the 
cause of the many unsavory and harmful practices engaged in by the 
few in our business, they have implanted an infection which has af- 
fected the good health of all of us who are in the business. In turn, 
these practices have certainly worked to the detriment of the buying 
public at large. As a result of the chaotic confusion, doubt and sus- 
esi that has developed in the minds of the buying public, sales 

ave been retarded which, in turn, has set off a chain reaction affect- 
ing the entire automobile industry, the results of which have ad- 
versely and alarmingly affected the entire economic structure of our 
Nation. 

Speaking only in the broadest of terms, Mr. Chairman and gentle- 
men of the committee, it is our feeling that the enactment of S. 3500 
will make it possible for automobile dealers and manufacturers to 
present this most desired of all American products to the consuming 
public in a realistic, fair and forthright fashion. I am certain that 
no one denies the right nor even presumes to suggest that automobile 
dealers are not in business to make a fair and reasonable profit, and 
that they can not stay in business unless they do. The enactment of 
S. 3500 we feel confident will restore sanity to the pricing and ad- 
vertising practices within our industry. It will afford the prospec- 
tive customer an opportunity to know what is the fair and reasonable 
value of the product. It will tend to eradicate false and misleading 
advertising and by so doing, will build up confidence in the minds of 
the buying public in the automobile dealer who not only sells, but 
services, this fine piece of equipment which every American aspires 
to own. There is no one I am sure who doesn’t honestly and sincerely 
desire to eradicate the bad practice which has become so well estab- 
lished in our industry that only by the enactment of the law such as 
this will we ever be able to right the situation. 

In seeking to offer a complete, but yet not repetitive presentation 
of our evidence within the time and space factors afforded us, we have 
made certain arbitrary divisions in the materials to be submitted to 
you. Although we know that you realize that in many respects these 
subjects are interlocking and overlapping we nonetheless with your 
permission will develop our additional evidence under five main head- 
ings: False and misleading advertising, Packing, Unethical Practices, 
Confusion in the Market Place, and the causes of Buyer Resistance. 

It will be the purpose of our testimony to establish that the enact- 
ment of S. 3500 will contribute immeasurably to obliterating these 
five conditions and, in so doing, will not only establish stability and 
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sanity within the automobile industry, but will be of a permanent and 
most beneficial result so far as the general public is concerned. 

It has been indicated to us that it is the pleasure of the committee for 
us to sit as a panel upon the conclusion of the presentation of our formal 
testimony to answer questions. This we are most happy to do and 
we have so prepared ourselves. If it meets with your clenalion I will 
present Mr. Hughes, who will present his views on the subject of adver- 
tising. 

Thank you, Mr. Chairman. 

Senator Monronry. Thank you, Mr. Abbott, for a very fine state- 
ment. I do not think the chairman of this subcommittee is going far 
into the field of the economic facts of life by this statement: If the 
automobile industry can be restored to good health it will do more to 
restore prosperity and to arrest recession than all the public works 
and all the other legislation that is being proposed in the Congress. 

It is bellwether. It is the leading industry in unemployment at 
the moment. And stimulation of steel, rubber, glass, upholstery, and 
other such products makes the difference between prosperity and 
recession in those allied industries which the automobile industry so 
intimately touches. Therefore, I consider these hearings and state- 
ments which you have just made, and others, to be perhaps our greatest 
antirecession move. 

I am not relying on this bill alone. I merely think that this bill 
may touch off a psychological reaction of a change of selling patterns 
and a change of handling customers that will restore the confidence 
to the greatest balance wheel of them all—what I often have referred 
to as “mama and papa” price controls. That is just about the best 
price control we have. You can’t have the great American free- 
enterprise competitive system work, unless you first can determine the 
price at which you start bargaining. 

We are grateful to you for your well-prepared statement. I have 
a few questions I would like to ask but I will defer them until we 
hear the other witnesses as some of them may answer these questions. 

Dr. Kinks. Mr. Chairman, may we offer for the record the amended 
bill with all the details and insertions? 

Senator Monronry. Yes. I understand, and discussed with coun- 
sel, many of these features. Most of them strengthen the bill and 
clearly define the purposes we are seeking to establish. 

Dr. Krrxs. That is correct. There are several technical points Mr. 
Abbott did not refer to, but they are all embraced in that suggested 
revision. 

(The suggested amended bill follows :) 


S. 3500 


A BILL To require the full and fair disclosure of certain information in connection with 
the distribution of new automobiles in commerce, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this act may be cited as the “Automo- 
bile Information Disclosure Act.” 


DEFINITIONS 
Sec. 2. For purposes of this Act— 


(a) The term “automobile manufacturer” shall [means] mean any person 
(engaged in the manufacture of new automobiles for distribution], partnership, 
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corporation, association or other form of business enterprise engaged in the 
manufacturing or assembling of passenger cars, trucks, or station wagons, in- 
cluding any person, partnership, or corporation which acts for and is under the 
control of such manufacturer or assembler in connection with the distribution of 
said automotive vehicles. 

(b) The term “person” means an individual, partnership, corporation, busi- 
ness trust, or any organized group of persons. 

(c) The term “automobile” includes any passenger car, station wagon, bus, 
truck, trailer, and semitrailer, and, if the chassis and body of an automobile, 
station wagon, bus, truck, trailer, or semitrailer are delivered as separate units, 
also includes each separate chassis and body. 

(d) The term “new automobile” means an automobile [the title to which has 
never been registered] which has never been titled, registered or licensed under 
the laws of any State, Territroy, or possession of the United States, or of the 
District of Columbia, or under the laws of any foreign country or political sub- 
division thereof, by any persons other than by the manufacturer of such auto- 
mobile in his capacity as the manufacturer, [the importer of such automobile 
in his capacity as the importer], or a dealer in his capacity as a dealer. 

(e) The term [“dealers” means any person engaged in the sale of new auto- 
mobiles which were manufacured or imported by a manufacturer or importer 
who sells new automobiles in commerce, but does not include (1) a manufacturer 
with respect to automobiles manufactured by him and sold to a dealer, or (2) 
an importer of automobiles with respect to automobiles imported by him and 
sold to a dealer.] “automobile dealers” shall mean any person, partnership, 
corporation, association or other form of business enterprise resident in the 
United States or in any Territory thereof or in the District of Columbia engaged in 
the sale or distribution of new automobiles, trucks or station wagons. 

(f) The term “final assembly point” means— 

(1) In the case of a new automobile manufactured or assembled in the 
United States, or in any Territory of the United States, the plant, factory 
or other place at which a new automobile is produced or assembled by a 
manufacturer and from which such automobile is delivered to a dealer in 
such a condition that all component parts necessary to the merchanical 
operation of such automobile are included with such automobile, whether 
or not such component parts are permanently installed in or on such auto- 
mobile ; and 

(2) In the case of a new automobile imported into the United States, 
the port of importation. 

(g) The term “ultimate purchaser” means, with respect to any new automobile, 
the first person, other than a dealer purchasing in his capacity as a dealer, who 
in good faith purchases such new automobile for purposes other than resale. 

(h) [The term “commerce” has the meaning given to it by section 4 of the 
Federal Trade Commission Act (15 U. S. C. 44)] The term “commerce” shall 
mean commerce among the several States of the United States or with foreign 
nations, or in any Territory of the United States or in the District of Columbia 
or among the Territories or between any Territory and any State or foreign 
nation, or between the District of Columbia and any State or Territory or foreign 
nation. 

LABEL AND ENTRIES REQUIRED 


Sec. 3. Every manufacturer [and importer] of new automobiles distributed in 
commerce shall, prior to the delivery of any new automobile to any dealer, firmly 
affix to the windshield of such automobile a label on which such manufacturer 
shall endorse indelibly true and correct entries disclosing the following informa- 
tion— 

(a) The name, make, model, and serial or identification number of such 
automobile ; 
(b) The final assembly point of such automobile ; 
(c) The name, and the location of the place of business, of the dealer 
to whom such automobile is to be delivered ; 
(d) The method of transportation used in making delivery of such auto- 
mobile; and 
(e) The following information: 
(1) [the retail delivered price of such automobile suggested by fac- 
tory :] the manufacturer’s f. 0. b. retail price; 
(2) [the retail delivered price suggested by the factory for each acces- 
Sory or appliance physically attached to such automobile at the time 
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of its delivery to such dealer which is not included within the price of 
such automobile as stated pursuant to paragraph (1) :] the suggested 
manufacturer’s retail delivered price of each accessory or appliance 
physically attached to such automobile at the time of its delivery to 
such dealer which is not included within the price of such automobile 
as stated pursuant to paragraph (1); 

(3) the amount charged to such dealer for the transportation of 
such automobile from the final assembly point to the place of business of 
such dealer ; [and] 

(4) [the total amount of the prices specified pursuant to paragraphs 
(1), (2), and (3)] the amount of the Federal excise tax; 

(5) the manufacturer’s suggested dealer delivery and handling 
charges ; and 

(6) the total of the amounts specified pursuant to paragraphs (1), 
(2), (8), (4), and (5), which total shall constitute the manufacturer’s 
suggested retail delivered price of such automobile. 


PENALTIES 


Sec. 4. (a) Any manufacturer [or importer] of automobiles distributed in 
commerce who [willfully] fails to affix any new automobile manufactured or 
imported by him the label required by section 3 shall be fined not more than 
$1,000. Such failure with respect to each automobile shall constitute a separate 
offense. 

(b) Any manufacturer [or importer] of automobiles distributed in commerce 
who [willfully] fails to endorse indelibly any label as required by section 3, or 
who makes a false endorsement on any such label, shall be fined not more than 
$1,000. Such failure or false endorsement with respect to each automobile shall 
constitute a separate offense. 

(c) Any person who [willfully] removes, alters, or renders illegible any label 
affixed to a new automobile pursuant to section 3, or any endorsement thereon, 
prior to the time that such automobile is delivered to the actual custody and pos- 
session of the ultimate purchaser of such new automobile, shall be fined not 
more than $1,000, or imprisoned not more than 1 year, or both. Such removal, 
alteration, or rendering illegible with respect to each automobile shall constitute 
a separate offense. 

EFFECTIVE DATE 


Sec. 5. This Act shall take effect on the first day of the [sixth] third month 
beginning after the date of enactment of this act. 


STATEMENT OF ROLAND HUGHES, LINCOLN-MERCURY DEALER, 
JONESBORO, ARK. 


Mr. Hucues. Mr. Chairman, I join with my colleagues in express- 
ing appreciation for the privilege of appearing before you today to 
testify in behalf of the enactment of S. 3500. Automobile dealers 
in the State of Arkansas which I represent as NADA director, are 
enthusiastically in support of S. 3500 and such is the attitude of the 
dealers across the United States generally 

For the purpose of identific: ation, let me explain that I am a Lincoln- 
Mercury dealer—a small dealer according to our NADA classification. 
Probably 90 percent of the dealers in my “State of Arkansas fall in the 
same category, a somewhat higher percentage than the national aver- 
age. But, literally speaking, as a small dealer, I am a representative 

of the largest segment of the retail automobile industry. 

Let me state emphatically that we consider S. 3500 to be in the public 
interest, a fact which has generated the unqualified endorsement of 
this bill on the part of the dealers for whom I speak. 

I must confess that the initial reaction in my area to this proposal 
was—“What, Government control of our industry by Washington?” 
However, after second and more rational consideration, I reached the 
conclusion that this was not the case; that our industry is not an 
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instrument for selling a luxury, but rather one charged with the dis- 
tribution and service of an item of vital and absolute necessity. 

We know that the public is protected in numerous ways through 
regulations on utilities, transportation, communications, and inter- 
state commerce. It is conceivable that the automotive industry, by 
virtue of its importance to the national economy some day through 
necessity might fall under the cloak of Federal regulation. 

However, we hope this will not be the answer to the problem, be- 
cause we all agree no more Federal regulation than is absolutely neces- 
sary is desirable from the standpoint of the public and the business- 
man. But we do believe that S. 3500 can well be the Federal instru- 
ment which will insure the conduct of the retail automobile business 
in the public interest. 

Now with your permission I wish to address myself to the subject of 
advertising as it has existed in the past and is currently practiced in 
some quarters, and the effect that the enactment of S. 3500 would 
have upon it. All of us, Mr. Chairman, have read or heard examples 
of false and misleading advertising pertaining to the sale of auto- 
mobiles. 

I think Mr. O’Brien ably illustrated this earlier. 

For the record, permit me to call the committee’s attention to some 
of the positive action NADA has taken to counteract the conditions 
with which we are concerned here today. 

In 1955, NADA, cooperating with the Association of Better Busi- 
ness Bureaus, developed recommended standards of practice for adver- 
tising and selling automobiles. I have here a copy of that statement, 
and I would like your permission to read from it for the record. 

Senator Monronry. You may read it. 

Mr. Hucues. It reads: 


STATEMENT OF ADVERTISING PRINCIPLES 


PREFACE 


In December 1955, the National Automobile Dealers Association, cooperating 
with the Association of Better Business Bureaus, developed recommended stand- 
ards of practice for advertising and selling automobiles. 

These standards were approved by both the National Automobile Dealers 
Association and the Association of Better Business Bureaus. 

The National Automobile Dealers Association recognizes that vast improve- 
ments have been made as a result of this joint action by NADA and the ABBB. 

At the same time, the National Automobile Dealers Association recognizes the 
need for further statements of advertising principles. 

Therefore, the advertising ethics committee of NADA, with the approval of 
the NADA executive committee, issues below this further statement constituting 
a supplement to its recommended standards of practice for advertising and 
selling automobiles, and in it sets forth what it believes to be basic advertising 
principles. 

The principles have been developed in a desire to be of service to the customer, 
the dealer, and the manufacturer. It is recognized that their specific application 
must be tested by time and experience—and may require subsequent modification 
or amplification. It is hoped that all the parties affected will, in good faith, 
cooperate to the end that these practical, reasonable, and workable principles 
will be employed in the public interest. 


PURPOSES 


NADA believes that advertising, as a whole, should not create a misleading 
impression even though any statement, illustration, or device therein—separately 
considered—is literally truthful. Advertising should be accurate and clean, and 
should not be unfair, confusing, or deceiving to the public in any manner. 
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It should be noted that these principles are not intended in any way to infringe 
upon the individual dealer’s right to sell or advertise his products at whatever 
prices he chooses. 

In the principles set forth below certain advertising practices are enumerated 
as contrary to the public interest and to the betterment of the automobile in- 
dustry. These principles show not only specific instances of advertising consid- 
ered in bad taste, unethical, misleading, false and deceptive but they also estab- 
lish an “intent.” This intent would similarly condemn advertisements which, 
while they may be differently worded, carry the same types of public appeal. 


PRINCIPLES 


Exaggerated saving claims.—No advertisement should contain grotesque and 
exaggerated claims of alleged savings to the customer. The following are 
typical examples: 

One Penny Profit 
One Dollar Profit 
Just Leave Us a Buck 
Profit Is No Motive 
Save Thousands Of Dollars 
$10 Over Our Cost 
$50 Over Our Cost 
At Our Actual Cost 
And so forth. 

“Must” sales.—No ads should state the “X” number of new vehicles which 
must or will be sold during a specific amount of time. 

Phrasing.—Ads containing such phrases as “largest volume,” “fantastic sav- 
ings”, “direct factory dealer,” should not be used. 

Distress selling—Automobiles should not continually or frequently be ad- 
vertised as distress merchandise. Terms such as “overstocked,” “need cash,” 
“stock reduction week,” “must be disposed of,” “warehouse clearance,” should not 
be used. 

Supermarkets.—No new-car dealer should advertise “supermarket.” 

Term advertising.—If a dealer advertises terms he should show the downpay- 
ment, the number and the amount of payments necessary to complete the trans- 
action. 

Downpayment.—Where an advertisement calls for no payment before 45 days 
or longer, the ad should stipulate the amount of downpayment necessary to make 
the transaction—as an example, ‘‘No payments for 6 months,” should be clearly 
defined. 

Balloon note.—If the payments advertised in the finance deal have as a con- 
dition of the deal a “balloon note,” it should be so stated in the advertisement. 
The advertising of a finance plan which includes a “balloon note” should state 
the amount of each monthly payment and the amount of the “balloon note” at 
the expiration of the monthly payments. 

Misleading terms.—The terms “No Money Down,” “No Downpayment,” “No 
Cash Needed,” “$5 Down,” or similar phrases should not be used if some other 
condition is required to purchase the car so advertised unless under such condi- 
tions, phrases such as “With Trade-In,” “Cosigner Required,” “Collateral Re- 
quired,” “Will arrange loan through an authorized loan company,” or equally 
clear explanations qualify the terms. These qualifications should be printed 
in 14-point type or larger or given equal prominence with the above phrases. 

Volume dealing.—No advertisement should imply that because of large sales 
volume a dealer is able to purchase new cars for less than another dealer selling 
the same make of car. 

Statement of costs—No advertisement should be run which offers cars at 
“$000 over cost.” 

Giveaways.—Neo equipment, accessories, finance or insurance charges, trips 
or other items should be described as “free” or available at a price under whole- 
sale cost, if the advertised cars can be purchased at a discount or lesser price 
without such articles or gratuities. 

Used cars.—No advertisement should be so worded to imply that a car is new 
when, in fact, it is a used car. 

Demonstration and executive cars.—Current models should be advertised only 
when they have been in service a reasonable length of time. These cars should 
not be used as “bait,” and they should be available as and when advertised. 

Trade allowances.—When a trade allowance is quoted as an offer for a car 
of a specific year and make, and such trade allowance is dependent upon the 
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model or condition of the car to be traded in, and the model of the car to be 
purchased, that fact should be plain and prominently stated in conjunction with 
the trade allowance offered. The use of phrases such as “Up To,” “As Much As,” 
should not be considered an adequate explanation. 

Hye-catching ads.—Advertisements for a particular car should not picture 
another model car as an “‘eye-catcher.” 

Factory tie-in—Cars should not be advertised in such a way as to imply that 
the dealer has any connection with the factory that other dealers handling the 
same make car do not have. 

Additional phraseology.—The following are set forth as additional examples 
of phraseology which, as generally used, are not in harmony with these prin- 
ciples : 

Best deal in town. 

Costs no more at X motor Co. 

Most fabulous deal in town. 

Lowest prices. 

Terrific savings. 

Highest trades. 

Top trades. 

Amazing allowances. 

Must sell XX cars by (date). 

S dealer beats them all. 

Deal of the year. 

King-size dealers. 

We dare you. 

They’ve got to go. 

We will not be undersold. 

Would you take $000 for your car. 

No reasonable offer refused. 
Downpayment everyone else said was too low. 
Deal all other dealers have refused. 
Wheeling and dealing. 

$000 for your trade. 

Name your own terms (or deal). 

Our volume sales save you money. 
You'll get as good a deal as “J. Smith.” 
The trade-in allowance no one else could possibly give. 
Special attention to out-of-town buyers. 


In addition, recognizing the responsibility of every dealer to main- 
tain high standards of business ethics and integrity, NADA has an 
established code of ethics for the guidance of its members’ operations. 

In — this code calls upon our membership to— 

1. Price our a and our services fairly, based upon our costs, 
plus a reasonable profit ; 

2. Allow fair and reasonable prices for used vehicles offered in 
trades; and 

3. Accurately represent and advertise our merchandise and services. 

I would also like to submit the declaration of policy for the record. 

Senator Monroney. That may be done. 

(The document follows :) 


DECLARATION OF POLICIES OF THE NATIONAL AUTOMOBILE DEALERS ASSOCIATION 
Adopted by the NADA Board of Directors, January 1955 


INTRODUCTION 


The sale and distribution of automobiles is one of the Nation’s largest and 
most important industries and, as such, is of vital interest to the American 
public. In order to be of greatest service to its members, to the automobile in- 
dustry as a whole and to the public which its membership serves, it is impor- 
tant that the National Automobile Dealers Association function through a well- 
conceived plan of action. 
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To assure complete coordination and continuity in all activities of the asso- 
ciation it is necessary that basic policies be adopted, and, from time to time 
amended, to serve as a control under which current programs may be developed. 

Purposes of the National Automobile Dealers Association : 


PREFACE 


The National Automobile Dealers Association was organized in 1917 and 
throughout the period of its existence has continued to provide representation 
and leadership at the national level on behalf of the Nation’s franchised new 
ear and new truck dealers. The representation provided by the association 
generally centers in prescribed areas of activity set forth as the purposes of 
the association in the certificate of incorporation. These purposes are: 

1. To promote a high plane of business ethics for those engaged in the retail 
motor-vehicle business. 

2. To encourage and promote a spirit of cooperation among automobile dealers 
and their affiliation with and support of State and local associations and the 
National Automobile Dealers Association so that the interests of all automobile 
dealers and the general public, in relation thereto, may be best served. 

3. To encourage and assist in the formation of State and local associations 
and seek to merit their cooperation with and support of the National Automobile 
Dealers Association. 

4. To endeavor to raise to the highest degree the standards, ethics, and 
practices of automobile merchandising to the end that the trade, through effi- 
cient management, may enjoy the opportunity for profitable operation and the 
building up of financial security. 

5. To seek through cooperative efforts the correction of any unfair or un- 
businesslike practices. 

6. To conduct such investigations, studies and researches as may be neces- 
sary and advisable to compile factual data and gather information the knowl- 
edge of which would be useful and valuable to the trade toward improving the 
efficiency of its operations. 

7. To oppose discriminatory legislation relating to the motor vehicle retailing 
trade, and promote model laws and the enactment of such legislation as will 
benefit the trade and the public, recognizing the principle of self-determination 
in each State. 

8. To issue such trade publications as the board of directors may authorize. 

9. To promote street and highway safety. 


BASIC POLICY 


A basic policy establishes the limits within which the association may conduct 
any activity or current program. 


CURRENT PROGRAM 


A current program represents an activity which has been duly adopted by the 
membership—by the board of directors—or by the executive committee. A cur- 
rent program must conform to the applicable basic policy. It will represent a 
current activity which may be discontinued by the same body adopting or 


approving such specific program. 
HOW NADA POLICIES ARE DEVELOPED 


All proposals to be developed into a NADA policy, while general in scope as 
to our industry, must clearly define the objective and the limitations within 
which a current program may be conducted. 

Policy proposals may originate with a member, a committee, the staff, the 
executive committee, or the board of directors. 

In every case the policy proposal will be submitted to the executive vice presi- 
dent, who shall forward it to the policy and planning committee with his com- 
ments and recommendations. It shall be the duty of the policy and planning 
committee to consider carefully whether the proposal— 

(a) Is eligible. 

(b) Does not conflict with any other basic policy. 

(c) Is in compliance with the bylaws or if an amendment is required. 

(d) Is in conformity with the current and long-range plans of the association. 
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1. The policy and planning committee will schedule a meeting when a mem- 
ber—a chairman of a committee—the executive vice president or an officer re- 
quests an opportunity to present views concerning a proposed policy. 

2. In cases where the policy and planning committee—after careful considera- 
tion—finds that the committee is unable to recommend adoption of proposed 
policy as submitted, the policy and planning committee will invite the proposer 
to a meeting with the object of reaching an agreement on such changes as the 
committee deems wise or necessary to serve the best interests of the association. 

3. The policy and planning committee will submit a report containing the text 
of each eligible proposed policy—with comments and recommendations—and a 
copy will be mailed to every director 30 days prior to the board meeting next 
scheduled. 


NATIONAL AUTOMOBILE DEALERS ASSOCIATION CODE OF ETrHIcs 


Recognizing the responsibility of every merchant to maintain high standards 
of business ethics and integrity, the National Automobile Dealers Association 
has established the following principles to guide the operations of its members: 

1. To price our products and our services fairly, based upon our costs, plus a 
reasonable profit. 

2. To allow fair and reasonable prices for used vehicles offered in trade. 

38. To properly inspect and service all vehicles before delivery to our customers. 

4. To provide facilities, personnel, and stock of replacement parts adequate 
to properly service the vehicles we sell. 

5. To accurately represent and advertise our merchandise and services. 

6. To furnish the lowest finance and insurance charges consistent with sound 
business. 

7. To support programs designed to promote adequate highways and traffic 
safety. 

We accept these principles and pledge this organization to abide by them. 


(Signed) — ie Scoamaclaatee 


Whenever the policy and planning committee recommends disapproval of 
a proposed policy, a complete statement of all arguments—both pro and con— 
will accompany such report. 

The board of directors may act on proposed policies submitted by the policy 
and planning committee; approve or disapprove; or the board of directors may 
order a proposed policy to be submitted directly to referendum vote of the 
membership. In the latter case, the board of directors will specify the closing 
date of the vote. 

On all balloting in any matter involving basic policy the vote of each director 
shall be recorded and retained in the minutes. 

Any action by the board of directors in adopting or rescinding a basic policy 
or in submitting a proposed policy to a referendum, shall be by a two-thirds 
vote of the directors present at any meeting of the board where at least one-half 
of the directors in good standing are present. 

4. In any case where the prompt adoption of a basic policy is desirable it 
may be submitted to a mail vote of the board of directors as follows: 

(a) If such action be recommended by the policy and planning committee. 

(bo) If such action be recommended by any committee operating under basic 
policies. 

(c) If such action be recommended by the executive vice president. 

(d) If such action be directed by the president. If a mail vote is so requested 
the policy and planning committee will immediately submit such proposed policy 
to the board of directors in accordance with all provisions in No. 3 and the 
directors shall return their ballots within 30 days. 

5. A basie policy, having been duly adopted in accordance with the pro- 
visions cited herein will be printed in sufficient quantity to distribute to all 
directors, all members of standing or special committees and to such members of 
the staff as may be designated by the executive vice president. Appropriate 
binders should be furnished to personnel designated above, so each basic policy 
or current program as adopted may be filed in appropriate position. 

The board of directors or the executive committe may authorize the distribu- 
tion of policy declarations as may be for the benefit of the association and in 
the public interest. 
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All basic policies will remain in force until amended or rescinded by action 
of the board of directors in the same manner as provided for adoption of basic 
policy. 

POLICIES 


The following policies are the operating guides by which and through which 
the National Automobile Dealers Association seeks to attain the basic purposes 
of the association as set forth in its certificate of incorporation. 

Each policy sets forth an objective, on a broad, general scale; each policy 
establishes a method of carrying this objective to an ultimate goal. 


DUTY TO THE PUBLIC 


The measure of success enjoyed by new car and new truck dealers and the 
car and truck manufacturers is dependent upon public acceptance of their 
merchandise, greatly enhanced by the friendly services rendered by the dealers. 


POLICY 


In the preparation of all association policies, programs, and activities careful 
consideration for the best interests of our public is always paramount. 


ETHICS AND STANDARDS 


The magnitude of the new-car and new-truck retailing industry, the number 
of customers it serves and the number of people it employs gives it a heavy 
economic, political, and social responsibility. Its suecess in carrying out this 
responsibility rests basically on mutually satisfactory relationships between 
each dealer and his customers. It is essential that each dealer understand his 
responsibility and that he maintain high business standards and ethics in the 
conduct of his business. 

POLICY 


To provide leadership to members in establishing high business standards and 
ethics so as to merit public confidence and respect- 


NATIONAL LEGISLATION 


It is the duty of NADA to keep abreast of all national legislative trends and 
to work diligently for the enactment of laws which are, or to prevent the enact- 
ment of laws which are not, in the opinion of the association, first, in the public 
interest; second, which preserve America’s free competitive enterprise system ; 
and, third, which promote the interests of America’s new-car and new-truck 
dealers, insofar as these interests are consistent with the general good. 


POLICY 


To obtain members’ views on national legislation affecting our industry by 
providing an analysis of such legislation in order that the members may, through 
ation of the board of directors, or by referendum, establish the position to be 
taken on such legislation by the association. 


TAXES 


Taxes should be fairly and equitably distributed among all segments of the 
public. Duplicate and multiple taxations should be discouraged and where 
practicable eliminated. If our economy is to continue to develop and expand, 
sufficient income, after taxes, must be retained to stimulate individual initiative 
and the flow of private capital into productive undertakings, resulting in the 
creation of new markets, increased employment, additional wealth for the 
Nation, added revenue to the Government and higher standards of living. 


POLICY 


To insure that tax measures affecting our industry shall be fair and equitable. 


EXCISE TAXES 


Passenger automobiles and trucks are essential commodities in American life. 
In relation to luxuries and to other less essential products, the automobile bears 
an excessive share of the excise tax burden. 
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The excise tax on cars, trucks, parts, and accessories was enacted originally 
as a temporary emergency measure. The emergency which brought the excise 
tax into being has long since ceased to exist. 

The continuance of such temporary and highly discriminatory emergency 
measures is not in the public interest. 

The manufacturer’s Federal tax on cars, trucks, parts, and accessories is now 
scheduled by law to be reduced on April 1, 1956. 


POLICY 


To support legislation which will reduce and eventually eliminate excise 
taxes on cars, trucks, parts, and accessories, and provide for refunds on inven- 
tory in stock when reductions become effective. 


LABOR-MANAGEMENT RELATIONS ACT 


Sound employer-employee relations are essential to our national prosperity 
and welfare and the preservation of our free-enterprise system. In order to 
promote the welfare of employers, employees, and the consuming public and to 
preserve the free-enterprise system, NADA subscribes to the proposition that 
automobile retail and service businesses essentially local in character should be 
governed solely by State law and should be exempt from the provisions of the 
Labor-Management Relations Act. 

POLICY 


To take the necessary steps to accomplish, and once accomplished, then to 
preserve, exemption of automobile retail and service businesses from the Federal 
LaborManagement Act. 


FAIR LABOR STANDARDS ACT 


The franchised retail automobile dealer is engaged in a business which is essen- 
tially local in character. Recognizing this fact, the Congress has decreed that 
the coverage of the Federal wage and hour law shall exclude and exempt from 
its application local establishments whose operations are not in interstate com- 
merce nor substantially affect interstate commerce. 

Therefore, the retail exemption now contained in the Fair Labor Standards 
Act (Federal wage and hour law) should be retained in its present form. 


POLICY 


To support the retention of the retail and other exemptions presently contained 
in the Fair Labor Standards Act and to obtain more favorable exemptions for 
retailers and to oppose any effort to eliminate such exemptions from that act. 


SOCIAL SECURITY 


NADA accepts the principle that social security laws are sound. The tax 
burden of supporting the present Federal social security program is shared jointly 
by employers and employees. This tax is already sufficiently heavy. 

If the employer’s tax is allowed to become excessive it would seriously impair 
the Nation’s economy. 

POLICY 


To promote legislation providing for a thorough and accurate actuarial study 
in order to insure that increases of tax as contained in the present act are wholly 
justified and necessary to provide the required funds. 


INDUSTRY RELATIONS 


The automobile industry, composed of two major and interdependent seg- 
ments—a manufacturing and a distributing branch—has grown through the years 
to be one of the Nation’s basic and most dynamic industries. Its vast operations 
affect the well being and character of nearly every American community. 

Recognizing that both branches must cooperate effectively and coordinate their 
activities to their mutual advantage and to the benefit of the public, NADA 
feels that an area of working harmony must be established and developed 
between manufacturers and their dealers. 
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Only in this way can a just and mutually satisfactory industry relationship 
be maintained with an assurance of continuity. 

Points of issue between manufacturers and dealers are best settled within 
the industry, through voluntary measures, by representatives who are fair 
minded, objective in their thinking, and who are qualified by the responsibilities 
of their office to make policy decisions in the name of the company or organiza- 
tion for which they speak. 

POLICY 


To resolve problems arising out of the manufacturer-dealer relationship by 
whatever lawful means are required for their solution. 


DEALER-FACTORY SELLING AGREEMENT 


A selling agreement between manufacturer and dealer should protect ade- 
quately the interests of each party. It should contain a statement of intent 
which will define the philosophy of the manufacturer in the field of dealer- 
factory relations. It should impose no undue burden on either party. It should 
set forth in clear-cut fashion the conditions under which the manufacturer 
expects the dealership to be operated and the obligations which the manufacturer 
accepts toward his dealers. It should be a continuing agreement in which the 
only causes for cancellation by either party are clearly stated and which cannot 
be canceled without a violation of a specified cause. It should be a document 
that inspires loyalty and mutuality of interest; one in which both parties eschew 
any statements or conditions that would promote dissension, suspicion, or ill will 


POLICY 


To work unrelentingly to obtain a selling agreement incorporating the above 
conditions. 
BOOTLEGGING 


The sale of new automobiles to unauthorized dealers for resale as new cars, 
commonly called bootlegging, does not, generally, protect the retail purchaser 
by providing adequate and specialized inspections and warranty service and is 
a potential hazard to public safety. Furthermore, this practice tends to de- 
stroy the method of distributing new cars and new trucks that has proved 
itself to be an economically sound method of providing safe and essential 
transportation and service to the motoring public. 


POLICY 


To work vigorously for the elimination of this and similar practices by what- 
ever lawful means are required for solution. 


PHANTOM FREIGHT 


The freight charges that are made to automobile retail dealers by automobile 
manufacturers must be realistic. There has grown up in the industry a practice 
of making a freight charge to the dealer based on the cost of shipping assembled 
automobiles from the manufacturer’s principal factory, although the car is 
assembled at a point much closer to the dealer’s place of business and the actual 
freight charges incurred by the manufacturer are less than those which the 
dealer and the ultimate consumer are required to pay. 


POLICY 


To use all lawful means to bring about the elimination of phantom freight 
charges. 
NATIONAL MAKE ADVISORY COMMITTEES 


It is essential that NADA provide channels of communication through which 
dealers may present information as to the problems between dealers and manu- 
facturers. By the process of the new car dealers in each State for each make 
electing one of their own fellow dealers as their representative, a national make 
advisory committee has been established for each make of passenger car. In 
the same manner one representative shall be elected to represent all the in- 
dependent new-truck dealers in each State. By these means each NADA mem- 
ber is afforded the further opportunity of transmitting opinions, suggestions, 
or complaints in the field of dealer-factory relations, 
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POLICY 













To maintain these elected national make advisory committees, at full 
strength, at all time. 

To encourage all committees to carefully consider such family problems as 
may confront their fellow dealers of the same make and endeavor to resolve 
such problems by a friendly conference table method. 


INTERASSOCIATION RELATIONS 


A close coordinated relationship between National, State, and local associa- 
tions, characterized by mutual interest and respect, understanding, cooperation, 
and enthusiasm makes possible the desired maximum effective influence and 
effort to be exerted toward the accomplishment of association purposes, objec- 
tives, and ideals at all levels of activity. 









POLICY 


To develop and maintain a close relationship of enthusiastic cooperation and 
coordinated activity between the national association and the State and local 
associations at all times by establishing clear-cut channels of communication in 
order that the trade associations in our industry may operate with a continu- 
ing high degree of competence in rendering member services. 







































PUBLIC RELATIONS 





Favorable public attitude is highly important to the welfare and prosperity 
of the franchised new-car and new-truck dealer. This public attitude is the 
sum total of the individual opinion of each person toward each new-car and new- 
truck dealer as well as toward the retail automobile industry as a whole. 

In concise terms, public relations is the continuing process by which manage- 
ment endeavors to obtain the goodwill of its customers, and the public at large— 
inwardly through analysis and correction; Outwardly through all means of 
expression and communication. 

POLICY 





To guide, encourage, and inspire the members of NADA to practice good public 
relations at all times; and to stimulate and encourage State and local associa- 
tions to recognize and emphasize good public relations in their own programs 
and activities in order that the franchised dealers in the industry will be put 
before the public in the most favorable light. 


PERSON NEL RELATIONS 





The success of the retail automobile industry depends upon the attainment 
and maintenance of good human relations in every department of every dealer- 
ship. Good human relations between dealers and their employees as to the 
objectives of the business and the needs of employees. 


POLICY 





To provide leadership, advice, and service to members on personnel problems ; 
to create a continuing awareness of the importance of good human relations; 
to provide the best possible information on how to create and maintain effective 
personnel relations; to encourage and assist dealers to maintain such high 
standards in their relations with employees in order that the interests of the 
public, the employee, and the dealer will be most effectively served. 


RESEARCH 





The need for a firm foundation of facts and figures in dealing with com- 
plexities and problems in present-day automobile retailing is apparent. Re- 
search is a basic tool of management. 

Research results, to be used effectively, must reflect the highest standards in 
Statistical methods and techniques. These results must be presented simply 
and practically so that they may be useful. 







AUTOMOBILE PRICE LABELING 77 


POLICY 


To collate and maintain for ready reference a library of historical factual 
data of activity since NADA was first organized; to keep this library up to date 
so we are at all times in a position to provide facts. 

Prepare analyses and evaluations by conducting research in industry and 
economic fields in order that our members may be kept informed of practices 
and trends that will enable them to operate under the most favorable conditions 
of good management. 

INFORMATION TO OUTSIDE SOURCES 


NADA is frequently asked to provide information to outside sources on Many 
of the: activities conducted by the association. In order that there may be uni- 
formity of action when such requests are received it is necessary that a policy 
be established. 

POLICY 


To act on requests from outside sources by using the following questions as 
guides: (a) Will this information harm any segment of our membership; and 
(b) Will the dissemination of this information be of benefit to NADA? Under 
no circumstances should there be released a list of NADA members without the 
specific authority of the executive committee in each instance. 


NADA PUBLICATIONS 


Many objectives of the National Automobile Dealers Association are capable 
of attainment only if there is present a thorough and well-organized system of 
eommunication between association and member. The printed word is a potent 
means for keeping the entire membership informed of the intent and progress 
of the association’s programs and activities and for maintaining sustained sup- 
port of these programs and activities. 


POLICY 


To provide for clear communication between the association and its mem- 
hers by issuing publications having specific functions, in order to present sug- 
gestions and ideas to new-car and new-truck retailers in all fields of manage- 
ment and to report information of economic trends or particular events that 
affect the welfare and future of NADA members. 

Mr. Hueurs. While serving as a member of the NADA Adver- 
tising Ethics Committee, I had the opportunity of seeing firsthand 
the inside of false and misleading advertising as conducted through- 
out the country by a relatively small number of dealers. This com- 
mittee with the aid of NADA members, the Association of Better 
Business Bureaus, and some factory cooperation, has and is con- 
tinuing to make strides to clean up such advertising. But it cannot 
be said that these efforts alone will produce 100 percent satisfactory 
results. 

It is an acknowledged fact that most of this questionable type of 
advertising is conducted in metropolitan areas, but its influence 
through newspaper, radio, and television coverage reaches out to the 
smaller communities. It is difficult to explain toa prospective pur- 
chaser in Jonesboro, for example, or thousands of other small towns 
across the Nation, how a dealer elsewhere can advertise a discount . 
of $1,000 on a factory-fresh new car; or how he can offer $1, Po more 
for his used ¢: ur whether it will run or not; how he ean sell cars with 
no interest or insurance charges on financing; and how he can offer 
a gorgeous mink coat for the little lady or a Florida vacation for two. 

‘Gentlemen, it takes a good small-town salesman to overcome such 
obstacles, to close a deal ‘and make a little money in order to stay in 
business. Please be assured, we do not—and I repeat “not”—favor 
any legislation which has as its objective the restriction or limitation 

24776—58——6 
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of business competition as we Americans know it. Competition is the 
cornerstone of our democratic way of life and the medium which has 
endowed us with the high standard of living we enjoy. 

I believe the average small dealer feels that S. 3500 will tend to 
provide for the equality of competitive opportunity and will not 
penalize any segment of the industry. It will also alleviate some of 
the criticism to which we have been subjected because of the sharp 
and unethical practices of a comparatively small group of dealers. 

S. 3500 can be beneficial in many other ways. I can visualize an 
accelerated quality selling program on the part of the dealers, and 
the almost mandatory edict to the manufacturer to produce a car 
of greater quality. The factory will have to keep abreast of styling, 
safety improvements, economy of operation, and comfort. The dealer 
will have to deliver the car in tiptop condition and provide the 
quality service to keep the car in operation and satisfy his customer. 

The American talent for devising new and unique methods of 
advertising will always, I presume, give expression to the desires of 
merchants to entice customers to deal with them. But as to the prob- 
lem at hand, it is the unqualified opinion of the franchised automo- 
bile dealers that the enactment of S. 3500 will, in large measure, 
extinguish the foolishness engaged in by the disruptive minority 
who persist in false and misleading claims in their advertising. 

Thank you for your courtesy in providing us with the opportunity 
to testify here today. 

Senator Monroney. Thank you very much, Mr. Hughes. I have 
had the pleasure of appearing before your wonderful Arkansas Auto- 
mobile Dealers Association. I enjoyed its fine hospitality and the 
splendid introduction by my colleague in the House, Brooks Hays. 
It is a fine illustration of what an industry can do through your 
association. 

Mr. Assorr. Mr. McCune will be our next witness. 

Senator Monroney. Mr. McCune, we are delighted to have you 
here. 


STATEMENT OF WILLIAM M. McCUNE, FORD DEALER, 
KITTANNING, PA. 


Mr. McCune. Mr. Chairman and gentlemen of the committee, I am 
William M. McCune, Ford dealer in Kittanning, Pa., a city of 7,500 
people, situated 45 miles north of Pittsburgh. 

This year I have the honor of representing the State of Pennsyl- 
vania on the board of directors of the National Automobile Dealers 
Association and serving as a member of its national affairs committee. 
It is a personal privilege to be permitted to appear before you on 
behalf of the dealers of Pennsylvania as well as in my representative 
capacity as a spokesman for all of our members throughout the United 
States. We respectfully urge the immediate enactment of S. 3500 
with the suggested changes which have been presented to you by Mr. 
Abbott. 

Before developing in detail my views with respect to the practice 
of “packing” as it exists within our industry, I would like to call atten- 
tion to the precarious plight of the automobile industry today. Both 
the general public and the automobile industry need immediate relief 
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from the current depressed condition of our economy and I cannot be 
too emphatic in voicing our desires that your committee and, in turn, 
the entire Congress act without delay. 

As is always the case when only a handful of members of an organ- 
ized group engage in an unsavory practice acquiring notoriety, such 
conduct is universally applied to all the members of the group. The 
good are victims of condemnation by association. This is equally 
true with respect to the practice known as packing in the retail auto- 
mobile industry. 

Packing can be defined as the practice of marking up or adding 
charges over and above the normal recognized markup from the whole- 
sale price at which a dealer acquires an automobile from a manufac- 
turer—and let me interject here that the dealer pays cash on the barrel- 
head before he receives the car from the manufacturer, or he has it 
on credit with the finance company. But he is responsible for pay- 
ment of the obligation. 

The “pack” in the new-car price was offset, of course, by overallow- 
ance on the trade-in value of the customer’s used car. Much of the 
trouble caused by the pack has been the misconception created in the 
minds of the public as to the value of the used car in today’s market, 
as well as the uncertainty of knowing what the new one is worth. 
This practice is neither new nor illegal. 

However, the byproducts of packing have been confusing to the 
public and extremely damaging to our industry. 

You will recall that as ear ly as 1939 the Federal Trade Commission 
discussed the practice (F TC Rept., p. 1065). The practice struck 
with a vengeance in 1954 when certain manufacturers suggested that 
it be engaged i in by their dealers. In testifying before the Subcom- 
mittee on Antitrust and Monopoly, of the Committee on the Judiciary, 
of the United States Senate in 1955, Mr. M. H. Yager, Pontiac dealer 
of Albany, N. Y., said that packing was condoned and encouraged by 
General Motors (report of the hearings, p. 3457). Subsequent to this 
hearing the late Mr. J. A. Hinote, a Lincoln-Mercury dealer from 
Reno, Nev., testified extensively to like effect on this subject before 
your committee during the months of January, February, and March 
1956, as did James P. ’ Mayo, a dealer from Nashua, N. H. 

The resurgence of packing has been accounted for in several ways. 
The “big three” set production records in 1955 and an unbridled pro- 
duction race for first place was launched. The industry swung from 
a seller’s market very definitely into a buyer’s market. With a race 
for industry position and pressure upon the dealers to market volume, 
the vice of packing was resorted to in an effort to stimulate customer 
interest and to indicate that a “good deal” or “bargain” was available 
tohim. It permitted the dealer to make an overallowance on the used 
car to be traded, which provided the customer with the required down- 
payment he could not have produced otherwise. This was the vehicie 
designed to assist the manufacturer to gain position in the production 
race and to enable the dealer to sell more cars at a profit to the manu- 
facturer although not necessarily to himself. It must be remembered 
there was no Public Law 1026 on our statute books at that time. 

Senator Monroney. You are referring to the dealer’s “day in court 
bill.” 

Mr. McCune. That is the dealer’s “good faith” bill ; yes, sir. 
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The dealer either sold quantity or he was threatened with cancel- 
lation. 

The practice of packing drew into the new-car market many buyers 
who by all rights should have remained in the used-car market. An- 
other outgrowth of packing was the fantastic phony discount. 
Throughout this period of false values, misleading advertising, and 
fictitious discounts the actual profit to the dealer was diminishing. 
This is borne out by the profit picture before taxes of the retail auto- 
motive industry over the past several years which was 0.6 of 1 percent 
in 1954, 1.7 of 1 percent in 1955, 0.8 of 1 percent in 1956, and 0.7 of 1 
percent in 1957. Current indications point to a red figure for the first 
quarter of 1958. By contrast it can be said that the various manufac- 
turers made a substantial profit during those years. 

May I point out, Senator, in passing here, just what that means to 
the average dealer. I ama small dealer in the town where I live, about 
average size for a Ford dealer. I sell about 200 to 250 cars, depending 
upon the market. My total dollar volume on that will be approxi- 
mately $1 million. Based on six-tenths of 1 percent on that volume I 
am going to have $6,000 left before taxes. 

Senator Monronry. What would your capital investment be, for 
that size business ? 

Mr. McCune. Roughly $200,000. And then I am not able to pay 
cash for all the cars that I buy from the factory. I have to borrow 
money in addition to that. 

Senator Monronry. And the money you borrow today is costing 
you, on Ford plant cars, almost double what it did 3 years ago, does 
it not ? 

Mr. McCune. It was up to almost that. It has been reduced just in 
the last 30 days slightly. 

Senator Monroney. That is good news. 

Mr. McCune. It has been reduced. We were very 
that. 

The orthodox merchant never desired to become part of such an 
operation in the first instance. Those who were not forced into pack- 
ing by the manufacturer were driven to it by competition from those 
who practiced it. There is no question in our minds that the stable, 
sincere automobile dealer eagerly desires to return to realistic pricing 
practices. This is evidenced by the action taken over the past several 
years at our national conventions and most recently in January of this 
year at our convention where again a program in the public interest 
was unanimously adopted. 

I invite your attention to this folder NADA Acts in the Public 
Interest. 1 wish to read from it. 

(The document follows :) 


glad to hear 


NADA Acts IN THE PUBLIC INTEREST 


Miami Beach, Fla., January 13, 1958 NADA Convention Headquarters.— 
Steps were announced here today by the Board of Directors of the National 
Automobile Dealers Association representing the vast majority of the Nation’s 
new car and new truck dealers to bring an end to many widespread abuses affect- 
inf the motoring public and the franchised dealers in the sales and servicing of 
automobiles. 

The Board agreed unanimously to press vigorously for early passage of Fed- 
eral legislation by the Congress, just convened, aimed at eliminating gimmicks, 
false and misleading advertising and other unethical practices currently plaguing 
uuto purchasers and the retail auto industry. 
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The proposed bill would permit auto manufacturers to compensate their 
quality dealers who sell and adequately service cars and trucks in their own 
“areas of service and sales responsibilities.” Car manufacturers have sharply 
criticized the practices which have brought chaos to the automotive markets 
in the United States but have said they were powerless to do anything to bring 
an end of the abuses in the face of existing Federal laws. 

If the legislation proposed by NADA is enacted into law, the manufacturers 
will be permitted to insert clauses in their selling agreements with the dealers 
allowing them to compensate dealers for warranty service performed on new 
cars and trucks sold in their own trading area and for providing the necessary 
standby facilities and personnel. 

Members of the Board, representing every State and major metropolitan area 
in the country, expressed alarm over unethical practices current in the industry. 
The dealer group, speaking for quality and ethical operations in automotive 
merchandising, pledged the national association to a vigorous campaign to end 
the abuses and to bring about a compensation plan for dealers who sell cars 
ethically and who maintain adequate service facilities and personnel. 

Board members pointed out that many of the abuses came about because a 
minority of dealers could circumvent ethical operations because they were. not 
required to provide and maintain adequate facilities and personnel to safely 
service cars after purchase. 

The Board called attention to the fact that the 65 million vehicles on the road 
today are complicated machines which require expert factory-trained techni- 
tians and costly modern analyzing equipment for all service repair work. 

“By 1965,” NADA President Frederick M. Sutter said, “there will be in excess 
of 80 million vehicles on the road and the complexity of the repair work will 
have increased considerably with improvements in design. The quality dealer 
program we seek to establish is absolutely necessary if the motoring public is 
to be taken care of adequately so that cars and trucks will be safe for the 
highways.” 

The Board stressed the fact that the car customers should be free to buy 
automobiles and trucks from the dealer of their choice, but that manufacturers 
should be permitted to provide a fair and equitable compensation plan to those 
dealers who perform the necessary sales and services for the motoring public 
in their own neighborhoods adequately and concientiously. 

The Board also approved other recommendations of the Special Consulting 
Committee appointed last October to develop an all encompassing quality dealer 
program for the retail automotive industry. These recommendations included: 

(a) That the concept of Equality of Competitive Opportunity be promoted by 
NADA and that all possible steps be taken with the manufacturers to bring 
about the adoption and implementation of this concept of the industry. 

(b) That a code of business standards for the automotive industry be pro- 
moted with the manufacturers and all NADA meuibers, with the ultimate 
objective of having the substance of such code incorporated in dealer franchises, 
and violations of the code made grounds: for the cancellation of a dealer’s 
franchise by the manufacturer. 

(c) That a redesigned NADA emblem be adopted and the code of ethics 
strengthened, and that the new emblem be furnished only to members who agree 
in writing in advance to display the emblem and the code of ethics in their 
showrooms and live up to the requirements spelled out by the code of ethics. 

(d) That the details and procedure concerning a national public relations 
program on behalf of quality dealers be worked out with the manufacturers on 
the basis that the costs of such program will be borne by the manufacturers 
and ail of their dealers on an equal basis. 

(e) That NADA continue to urge all manufacturers to use and advertise uni- 
form delivered prices on a national basis. 

(f) That NADA continue to urge all manufacturers to take all necessary 
steps on a continuing basis to effectuate a realistic and equitable system of 
distributing new cars and trucks to insure that a dealer can and will receive 
only the proper number of new vehicles to satisfy the honest potential of his 
market area or area of responsibility. 

The dealers comprising the Special Consulting Committee which presented the 
program for the Board’s unanimous and enthusiastic approval represented more 
than 300 years of combined experience in the automobive industry. 


In order for there to be any semblance of realism in pricing, there 
must be a suggested list price for our products. The enactment of 





82 AUTOMOBILE PRICE LABELING 


S. 3500 would establish such a base price, and restore confidence im- 
mediately in the minds of the buying public. With that confidence 
could come a renewed interest in purchasing automobiles. This re- 
versal of the present trend could stimulate our business on an ethical 
and sound basis which in turn would have its beneficial impact upon 
the entire economy of our Nation. 

I thank you. 

Senator Monroney. Thank you very much, Mr. McCune. 

It is now after 1 p.m. We have one more witness, Mr. Purdy, of 
the NADA. The chairman would like to have the pleasure of talking 
about your testimony, and I think it would be unfair to you, and to 
others, to continue beyond this hour. I wonder if it would be agree- 
able to come back at 2? I think we can adjourn by 3, when I have 
to sit in as a conferee on a postal bill. If agreeable, we will recess 
until 2 o’clock. 

(Whereupon, at 1:04, the hearing was recessed, to reconvene at 
2 p. m.) 

AFTERNOON SESSION 


Senator Monroney. The Subcommittee on Automobile Marketing 
Practices will resume its hearing. When we recessed at noon we had 
heard 3 of the 4 witnesses. I believe Mr. Purdy is the next witness. 

You may proceed, Mr. Purdy, in your own way. We appreciate 
your coming up here from Ohio. We would like to have your state- 
ment. 


STATEMENT OF MORGAN R. PURDY, PONTIAC-BUICK DEALER, 
VAN WERT, OHIO, PRESIDENT OF THE OHIO AUTOMOBILE DEAL- 
ERS ASSOCIATION 


Mr. Purpy. I am Morgan R. Purdy, a Pontiac-Buick dealer from 
Van Wert, Ohio. 

Mr. Chairman and gentlemen of the committee, I too, am grateful 
for the privilege of being permitted to testify on behalf of the early 
enactment of S. 3500. I appear before you as a member of NADA 
and as current president of the Ohio Automobile Dealers Association 
and, at the same time, I am voicing my personal views on the matter 
before us as a dealer with more than 30 years’ experience. 

The end result of the practices, recounted to you by my three col- 
leagues preceding me, is disorder and confusion in the market and 
consumer resistance. 

It is an established fact that there has been a tremendous growth 
in the savings of the American public. In 1950 personal savings 
amounted to 12.1 billion; in 1955 they totaled 15.9 billion; and in 
1957 the total reached 20.2 billion. 

Thus, there is present the financial ability to purchase new auto- 
mobiles, but concurrent with that ability there has been a staggering 
decline in the retail sales of new cars. The downtrend in the market 
has resulted in an unprofitable business operation for dealers. Wit- 
ness the decimation of our ranks. 

Dealers are loaded with inventories, a condition which, in turn, has 
forced down production and created serious unemployment in the 
automobile factories. This is true even though there has not been a 
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drastic rise in retail prices of the 1958 models as compared with 
1957 models, and certainly, when related to the amount of savings 
in hand, the increase in cost has not been beyond the capability of the 
prospective purchaser to buy if he had a desire to do so. Increased 
costs of new models have been absorbed by the dealers, another factor 
contributing to their financial dilemma. 

S. 3500 would make impractical, even impossible, the charlatan 
practices employed by the unscrupulous merchants in the retail por- 
tion of the automobile industry. Current chaos and confusion in the 
marketplace would be eradicated. Unquestionably, this bill will 
take the mystery out of a new car’s price. At the same time, it will 
also enable a customer to determine in his own mind a reasonable 
fair value of his used car. To the unwary and uninitiated, it will 
demonstrate that he is not getting something for nothing. 

In our opinion, S. 3500 will also help dispel from the minds of many 
the misconception as to the profits of automobile dealers. It will put 
in proper perspective the owner’s true equity in his automobile and 
establish a clear picture of the total cash difference existing between 
the purchase price of the new car and the trade-in value of the used 
ear. Further, it will tend to eliminate unsound terms of finance and 
puncture the balloon-note practice. 

Continuing deterioration of the franchised dealer system of auto- 
mobile distribution through unethical operations can be disastrous 
to the whole industry. Such a development would be disastrous to 
the 65 million car owners of America who rely upon the service 
facilities and know-how of the franchised dealer to keep his car safe, 
workable, and on the road. 

World War II demonstrated the indispensability of this facet of 
the franchised system to the welfare of the car-owning public. It 
is regrettable that this bill was not in force in 1953. If we had had 
such a law at that time, the slick operator would not have received 
the support rendered by some of the manufacturers, a support which 
helped bring us to our present undesirable status. 

I have discussed this bill with many of the buying public, and it 
has their unanimous support. All the sound, ethical dealers with 
whom I have discussed it are also unanimous in their endorsement. 

The lack of sales has, of course, resulted in a falling off of auto- 
mobile retail paper. Statistical studies indicate that a large number 
of purchasers of new automobiles in 1955 have paid off the cost of 
those cars and are eligible prospects for the purchase of a new 1958 
car. Surveys also establish that a substantial percentage of the cars 
presently on the streets have been fully paid for. Here again such 
owners would, under normal circumstances, be interested prospects 
for the acquisition of a more recent model. When you couple with 
these factors the normal growth in the eligible driving population, 
there is a tremendous reservoir of car buyers who are refraining from 
buying at this time. 

This resistance cannot be attributed solely to the absence of new 
features in current models, because they are many and desirable 
whatever may be said of some of the extremes and frills. These 
latter unacceptable features alone do not account for present con- 
sumer resistance. Probably those factors which have been referred 
to by the other three witnesses have combined to produce buyer re- 
sistance. Regardless of all the contributing factors producing this 
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situation, we are confident that the enactment of S. 3500 will initially 
establish buyer confidence not only in the price, but also in the dealer 
and his product. When this has been done, a rejuvenated desire to 
buy will be generated and a chain reaction will be set in motion which 
can help revitalize the automobile industry. The beneficial effect of 
S. 3500 could be felt throughout the entire economy of our Nation. 

I need not attempt to develop the desirability and even the necessity 
of such a trend at this time. I believe lawyers have an expression to 
the effect that “time is of the essence.” I feel that expression is very 
germane and applicable to our situation. Much of the benefits to 
be derived from the enactment of this bill are related to speedy 
actiton. That is what we hope you will initiate. 

Thank you. 

Senator Monroney. Thank you very much, Mr. Purdy, for that 
splendid statement. 

Does this conclude your formal presentation, Admiral Bell? 

Mr. Bett. It does. 

Senator Monronery. I have jotted down a few questions and I am 
sure Senator Thurmond has also. I would like to start with Mr. 
Abbott and follow in the order in which the testimony was given. 

You mentioned the fact, Mr. Abbott, that you have repeatedly 
urged the manufacturers to use in their advertising a suggested list 
price f. o. b. Detroit, specifically in resolutions at the Miami con- 
vention. And you also read, I believe, correspondence from Mr. 
Curtice, president of General Motors, in which the f. o. b. price 
seems to be confused with the uniform delivered price. 

That is not the question here at all—whether it is desirable or 
undesirable I do know it will create a considerable differential of 
pricing, as pricing patterns have been—if there has been a pricing 
pattern. But the part of his letter that referred to the difficulty in 
disarranging the price scales would apply only if they went to 
uniform nationwide pricing. 

Mr. Asporr. Correct. 

Senator Monronry. It would result in a uniform reduction at least 
in the first pricing of a car, would it not? Customers would find, 
instead of a price of $3,700 perhaps with a $750 pack, that the car 
they are considering is a $3,000 car. This might put it within the 
price range of many people who are today staying out of the show- 
rooms, 

You also mentioned, or read from the correspondence, that one 
manufacturer could do it alone. That would be a practical impos- 
sibility, wouldn’t it, for one manufacturer to go out and to start this 
trend without the others being require to follow suit ? 

Mr. Azsporr. If you remember in your hearings 2 or 3 years ago, as 
a result of your hearings one manufacturer changed its policy—I 
am speaking of the Big Three—and the other two fell right in line. 

Senator Monronry. Yes, but that was not on advertised pricing. 

Mr. Asporr. No. 1 am speaking of policy. That was on phantom 
freight. Ford started and the others got in line in a hurry. 

Senator Monroney. But they hadn’t 

Mr. Asporr. One hadn’t started it. 

Senator Monronrey. We must have a uniform point to coalesce 
around. It would be very effective on consumer psychology if sud- 
denly the $65 a month—which runs for an extended period—were 
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changed to a definite price of $3,000 or $3,200 or $3,500 so that the 
consumer would know what the pr ‘oduct actually costs. 

Mr. Asgorr. They have indicated that they are not going to uni- 
form pricing. So I think this, S. 3500, is the only thing that we 
have to turn to, and I believe that we can restore the confidence in 
the buying public that we used to have. 

Senator Monroney. I believe manufacturers have once or twice 
and, perhaps formally, said there might be a danger—in uniform 
agreement to advertise a manufactured list pric e—of becoming 
entangled i in the meshes of the Antitrust Act. This bill would cer- 
tainly. relieve that responsibility. 

Mr. Axszorr. It certainly would. 

Senator Monroney. If manufacturers do have list prices and are 
required to state them, would you comment on the Federal Trade 
Commission suggestion of this morning: that the bill only apply to 
manufacturers who do already have a list price and not to manu- 
facturers that have existed without a suggested list price? 

Mr. Assorr. I believe that all American manufacturers have an 
advertised delivered factory list price. I think he was referring more 
or less to the foreign cars. I don’t know how that could be arranged. 

Senator Monroney. Volksw: agon has a list price, does it not? They 
now have had a case filed against them for maintaining that list price. 

Mr. Azssorr. No. As I understand it, the case filed against them 
was protected territory and not letting any other make of car in there 
along with the Volkswagon. 

Mr. Buspy. And setting the price. 

Senator Monroney. In other words, it is a fair-trade proposition 
rather than a list price disclosure. 

Mr. Buspy. Alleged. 

Senator Monronry. You have all avoided one thing that I think 
is a good point about the bill. We still have today the gimmick that 
we suggested when the bootlegging race was on. . At that time people 
were buying second-hand cars which had been driven, perhaps from 
the factory to Nevada, by driving one car and towing one. We found 
that was one of the most current means of the delivery of bootleg cars. 
This created unfair competition of a car bootlegger against a legiti- 
mate dealer who was then paying phantom freight. 

I like to think that we are looking ahead to the time when the 
automobile business will be so good that there will need to be some- 
thing in legislation that may have a retarding influence, at least on 
bootlegging. 

I think, while the pricing disclosure today, is of tremendous im- 
portance, it is also important that a car has an honest statement of the 
method of delivery. Thus, you wouldn’t buy a car that has been 
driven by a hotrod—as one of the witnesses stated—who drove the car 
clear across the country and yet have it sold on a used-car lot as a 
brand-new car. 

Does that have merit ? 

Mr. Bussy. Very much so, Senator. We were looking at it from 
the aspect of protecting the buyer. That definitely would be pro- 
tecting the buyer in getting a brand-new car, shipped in rather than 
driven. 

Senator Monroney. A new car is a new car anda used car is a used 
car. If a car has passed through some other dealer’s hands—other 
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than an accommodation sale which would be very easy to explain—it 
will be revealed. I don’t think there would be a problem presented 
by the fact that the car was delivered to a Chevrolet dealer in one 
town or county—delivered there to get the color a man wants. But, if 
a car were er to a dealer in Pennsylvania and then sold in Los 
Angeles, somebody is going to want to know how and why that car 
got there. Consequently, I think you have a long-range protection 

uilt into the bill against the recurrence of one of the greatest sources 
of bootleg cars—the drive-one/tow-one theory. That section of the 
bill covering the method of transportation also is endorsed on the 
label. 

Mr. Buspy. And the dealer to whom it is shipped, Senator. Those 
are the two things that very definitely should be in there. 

Senator Monroney. This all adds up to an ethical, reliable, re- 
spectable type of merchandising. 

Mr. Bussy. Senator, may I ask a question for the purpose of the 
record ? 

Senator Monroney. Yes. 

Mr. Bussy. On this point—do you think it will hurt car sales 
with regard to accommodation transfers if the other dealer’s sticker 
is on it ? 

Mr. Asgorr. No, sir. 

Senator Monroney. I think the man who wants a green car, when 
his dealer has nothing but a red car, is going to think the dealer 
did a little extra service in scouting around and swapping the red 
car that the man didn’t want to obtain the green car. 

Mr. Apporr. As a rule the dealers don’t trade too far distant. We 
don’t trade with anyone except the Dallas dealers in our particular 
area, and that is 30 miles. We drive cars from the Dallas warehouse 
30 miles every day. 

Mr. Bussy. Has this question been raised by your committee and 
been discussed thoroughly ¢ 

Mr. Apporr. Yes, sir. 

Senator Monroney. You do not want to weaken the accommodation 
sale because then you get into the very things I mentioned. 

Mr. Purpy. It takes a month to order the car and get it. If a cus- 
tomer wanted a car, he would be appreciative of our getting it from 
another dealer. 

Senator Monroney. The customer would surely appreciate such 
a service. If his wife wants a black car, he will have to come up 
with a black car—I know. 

You can be without a car for 10 years, but if you decide to buy, 
you want to drive it out of the showroom that afternoon. 

Senator THurmonp. Almost any legislation will generate opposi- 
tion. Do you know of any meritorious opposition that could be 
raised to this bill ? 

Mr. Assorr. I don’t know of anyone that could be in opposition 
to this bill in any form, in any way. 

Senator THurmonp. It won’t impose an undue burden on anybody ? 

Mr. Asporr. No, sir. 

Senator THurmonp. It won’t cause any great inconvenience to the 
manufacturer ? 
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Mr. Axnsorr. No, sir. We went over this bill very thoroughly. I 
mean word for word. We spent, with the executive committee, 2 
days, and then with our own committee, the national affairs com- 
mittee, we spent 2 days and a night. I think we have pretty well 
wrung it out. 

Senator THurmonp. It won’t place any burden on the dealers ? 

Mr. Asport. No, sir. 

Senator Tuurmonp. And it will be a help to the public? 

Mr. Asporr. Yes, sir; definitely. 

Senator Tuurmonp. That is all. 

Senator Monroney. There has been no major or minor difference 
of opinion among the big city dealers and small dealers in this matter, 
has there? As far as I can detect from the mail, it is universally 
supported by both groups, who have had, on other subjects, some 
point of disagreement on territorial security, et cetera. It seems to 
me that this bill seems to fit the needs of both the very small and 
the very large dealers. 

Mr. Asporr. It will benefit the small dealer, Senator, like Roland 
Hughes, and I would like to have him answer the question because 
he is a small dealer and can explain it better than I can. 

Mr. Hucues. Of course, we are within the bounds of the metro- 
politan area of Memphis, Tenn. We have quite a bit of static from 
that angle, because the people in our community are looking for a 
better deal, and they see these advertisements in the paper and on 
television and radio, and they naturally shop those. We are inclined 
to find that on many occasions they go to the city and they come back 
with a new car, but the deal isn’t as good as we probably could have 
given them there. 

Senator Monroney. And if somebody had been able to shoot a pin 
and let the hot air out of the balloon—if it was marked in plain figures 
on your showroom—they would have known that you could have 
sold them the car for a proper price with maintenance and service 
as it should have been serviced. 

Mr. Huaues. Yes, sir. And I would like to say that I believe 
most of the directors and State officers have pretty well canvassed 
their members with reference to this bill. I know that is true in 
my State. You know George Benjamin, of course. Immediately 
when I received the bill:and they wanted to know how we felt about 
it, and wanted my vote on it, and so forth, I didn’t express my own 
convictions. I got ahold of George and he canvassed a cross section 
of the dealers over the State and informed me within 24 hours as to 
the feeling of the dealers in the State of Arkansas. 

Senator Monroney. Isn’t it a fact that in almost every State you 
have an excellent organization? They know the feeling of the mem- 
bers and they contact the dealers. It is an organization which has 
a grassroots origin. Isn’t it also a fact that in all or most of the 48 
States the reports that came in to NADA represented a factual cross- 
section survey of the actual thinking of the dealerships of America? 
_Mr. Huenes. That was the point I attempted to bring out; yes, 
sir. 
Senator Monroney. I am merely reemphasizing it because so often 
we hear charges against national associations that held a meeting 
in a telephone booth and came up with a statement of policy. But 
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I do know from my own information that NADA works closer with 
their memberships and with the State associations than most national 
associations do. 

Do I understand correctly that six State associations opposed S. 
3500 or abstained, as they say in the United Nations, from voting? 

Mr. McCunr. Six directors. Not six States. 

Senator Monroney. Did they oppose or abstain ? 

Mr. Kies. Both, sir. 

Senator Monronrey. What reason was given for their doubt regard- 
ing the wisdom of passing the bill? We want to get the negative 
as well as the affirmative side. I think it would be wise to have it. 

Mr. Apsorr. I would like to have counsel answer that. 

Senator Monroney. Mr. Roland Kirks, counsel of the NADA. 

Mr. Kirxs. One of the reasons advanced, Senator Monroney, was 
the fear that this was a first step toward Government regulation or an 
extension of Government regulation into the retail end of the industry. 

However, from the particular State, after I had had the opportunity 
of talking with the director at some length over the telephone, and 
explained the true purpose of the bill and indicated that such was not 
the case, he said, “You have convinced me as an individual, and I am 
in favor of it.” But apparently my members did not have it ade- 
quately explained to them. 

That is the only valid, from the point of view of a difference of 
opinion, reason that has been advanced by any of those who have 
opposed it. They felt that it was, as one of them expressed it, the 
camel’s-nose-under-the-tent type of proposition. 

Senator Monroney. In other words, there are six directors opposed 
to it, and as you say there was some doubt in the minds of the members 
as to whether this was a fair step of Federal encroachment. Unfor- 
tunately they had no knowledge of what I said a few minutes ago— 
that Senator Thurmond is one of the sponsors and authors of this bill 
and there could be no Federal nose under the tent with Senator Thur- 
mond stepping on that nose. 

Mr. Kirxs. I can say they were distant States, removed from the 
southern Atlantic seaboard. 

Senator Monroney. Nobody in South Carolina, I am sure, or any- 
place else nearby. 

Mr. Huaues. The State of Arkansas feels the same way. 

Mr. Beti. May I remind the chairman that we have 55 directors. 

Senator Monroney. Do you have extra directors in large States? 

Mr. Betz. Forty-eight States, large cities, and 2 from Texas and 
2 from California. 

Mr. Assorr. When you have a State as big as Texas, you have to 
have two. 

Mr. Pourpy. I have made it a point to talk to quite a lot of dealers 
about this bill. The only objections that I had from any dealer is of 
the fast-deal, unscrupulous type of dealer. 

Senator Monroney. The “Smiling Slobovian” that the better busi- 
ness bureau mentioned in their testimony. 

We used to receive letters from park dealers, but suddenly they 
have given up on this committee. They were usually writing letters 
to protect some of the gyp practices that were going on in the past. 
Mr. Azsport. I have a feeling you will get some more. 
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Senator Monroney. We received one letter out of over a thousand 
opposed to the bill. 

Mr. Purpy. I talked to a lot of the general public also. Not one of 
the general buying public opposed the bill. Not one. 

Senator Monroney. The editorial comments of many of our largest 
newspapers have been aimed directly at the public protection, and 
they all recognize this. Certainly you gentlemen see no violation of 
the antitrust laws—you don’t consider that this is going to give you 
a price set in concrete and that there can be no chiseling on it. This 
is just the place where you start the chiseling. You have to have 
some uniform starting point. 

Mr. Purpy. We think it will be a uniform realm. 

Senator Monroney. It will get you out of the realm of outer space 
on pricing and into the lower atmosphere. 

In your testimony, Mr. Hughes, you mentioned the thought, and we 
have elaborated on it, that this il be the first step in reducing over- 
pricing. 

Do you think that this bill is in line with the laws in the past to 
prevent the use of mails to defraud? There is nothing that is broad- 
casting more misinformation, usually for the purpose of deception 
and defrauding, than some of the wild deals that we saw here today 
advertised in some of the Nation’s leading newspapers. 

If it is a Federal responsibility to prevent the dissemination of 
erroneous information, I don’t think that anyone could call this further 
Federal encroachment. I don’t think the use of the Securities and 
Exchange Commission today to prevent the dissemination of fraudu- 
lent information on the registration of stocks on our exchanges is 
Federal encroachment. I think it is as necessary as the laws govern- 
ing our traffic rules—we are just trying to make traffic flow a little 
better and a little easier and to avoid the casualties that would result 
if you didn’t have lines requiring you to drive on the right side of the 
center lane and things of that nature. 

Mr. Hueuss. I think the dealers, as I mentioned, the first thought 
was more of controls from Washington. But then, after the bill was 
analyzed, most dealers I talked to were of the opinion that it wasn’t 
encroachment upon the province of the dealer or the public. It wasn’t 
— from Washington, wherein they were going to take over the 
industry. 

Soaie Monroney. The double push up, as was testified, with the 
automobile buyer shopping around for the highest price for his used 
car, has misled us completely as to what is the actual price for a new 
car. At the same time, you can tell within about $25 of what a used 
car, of any make, of any year,is worth. Isn’t that a fact? 

Mr. Hugues. Yes, sir. 

Mr. Aszorr. Let me comment on that a minute. 

Senator Monroney. Yes, sir. 

Mr. Anporr. I believe that after this bill is passed you will see less 
shopping by the buyer, the public itself, than you see today, because 
he is going to know that when he goes down the street to John Jones 
from my place, that the price of that automobile is going to be the 
same. The only difference may be that I will look at his used car a 
little bit different than John Jones. 

Senator Monroney. He will probably get a better value on it than 
when he is offered a blank figure, or “if it will move at all, we will 
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give you a thousand dollars for it.” That is ridiculous and everyone 
nows it is, except the man who thinks he will outtrade the automobile 
dealer on the value of his used car. 

Mr. McCune. I don’t think he can determine the price of his auto- 
mobile today. If he did, he feels he has to shop in order to establish a 
price. 

Senator THurmMonp. Mr. Hughes, you spoke a few moments ago 
about advertising in another State which adjoins yours. Don’t you 
feel that this bill, if enacted into law, will tend to prevent to a great 
extent the deceit and misrepresentation that now goes into some of 
these advertisements ¢ 

Mr. Huaeues. Absolutely. Yes, sir; I agree to that a hundred 
percent. 

Senator TuHurmonp. Therefore, it would be to the advantage of the 
public and it would be in the public interest that the bill be passed ? 

Mr. Hueues. Absolutely. Yes, sir. 

Mr. Purpy. It would unquestionably beat out the unscrupulous 
dealer. 

Mr. Huaues. As I see the bill, it will protect the public and then 
we will automatically be in a position to be taken care of ourselves. 
In other words, we are not asking for anything as dealers. We are 
strictly interested in the interest of the public. That is the way my 
dealers feel in Arkansas. We know if the public can be taken care 
of, from these few unscrupulous dealers, then the rest of us, as legiti- 
mate businessmen and leaders in our community, can again gain the 
respect of the public where we are good businessmen, and then we can 
make a living as we should. 

Senator Tuurmonp. The effect of this bill would be to largely elimi- 
nate the fly-by-night, unscrupulous dealer. 

Mr. Hucues. That is correct. 

Senator THurmonp. Leaving the community-asset-type dealers, the 
substantial citizens who are there to serve the people over a period of 
years, as they have in the past. 

Mr. Hugues. Yes,sir. It is those few muddying up the waters. 

Senator THurmonp. That is all that I have. 

Senator Monroney. Would it not be impossible to reach the prohibi- 
tion any other way—to prohibit the advertising of a mink coat, or a 
sable stole, or a trip to Florida for two? If you force the honest dis- 
closure of the suggested list price, it would be impossible for this type 
of advertising to exist, would it not ? 

Mr. Purpy. Yes, sir. 

Senator Monroney. If we arrive at the disclosure of price it will 
prevent defrauding, or the package deal, which has now become so 
prevalent in misleading advertising. 

Mr. Hvuaeues. I think you will cut out the overallowance on the 
used cars. 

Mr. Asport. And I think you will get the six directors who are 
against this also. ; 

Senator Monronry. Perhaps we should poll those six directors. 
The only people who can’t change their votes are Senators. When we 
cast our votes, they are “engraven in granite.” 

Would it not also be a fact, if you have the suggested list price 
and honest pricing of accessories, that a dealer may improve his profit 
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percentage somewhat above seven-tenths of 1 percent because he 
won’t have to meet this ridiculous advertising ? 

Mr. Aszorr. That is the point I tried to make a while ago. If the 
man knows the price of that automobile, he will go to one dealer and 
won’t shop and will make a better deal. 

Senator Monronry. Advertising runs 4 or 5 percent in most busi- 
nesses. If you don’t have to run full-page ads where the “Smiling 
Slobovian” is giving away his right eye or arm, you won’t have to 
engage in such wild-eyed, space-using advertising to meet that kind 
of competition—particularly the conservative dealer who doesn’t wish 
to make such claims and has to compensate for the difference with 
bigger and better institutional advertising. 

In this way, if everybody observes the rules of good conduct, it will 
help reduce the overhead cost on the advertising side to a degree. 

If your sales go up as a result of honest disclosure of factory 
prices, I think you would also have better volume to figure adver- 
tising costs when your percentage goes down. 

Mr. Bett. It has been our experience that the “Smiling Slobovian” 
doesn’t run a very good service, if any. 

Senator Monronry. I am sure he doesn’t. He is probably in an- 
other town by the time the car starts having a few wheezes in it. 

Would you not say, also, that it should result in a better and more 
economical operation of the distribution of automobiles—that it could 
improve the service to the customer, the condition of the cars when 
they are delivered ? 

I am not trying to lecture you gentlemen, but many of our letters 
from the public come in on a complaint of the conditions of the cars 
when delivered. This is a prize purchase of the consumer. Conse- 
quently, when he has a brandnew car and, after driving it for 2 or 3 
weeks, a little bit of the chromium on the rear end drops off, it is a 
major catastrophe to him, because he thought he was buying, and did 
buy, one of the finest mechanical devices of the 20th century. 

If it is not properly serviced—for the want of a screw or a tighten- 
ing of a nut—things can happen. 

Better economic conditions existing in the automobile trade would 
help put on an extra man or two to see that the last tightening of 
the last nut would be done. 

Mr. Purpy. The average cost of properly retailing an automobile is 
around $250. That means, of course, if the dealer does properly 
service and maintain the car in as good a running condition as he 
would like to drive it himself, and that is an average cost. 

Senator Monronry. When you get below that price, some corners 
will have to be cut. You won’t give 2 pints of blood with every deal. 

Mr. McCune. That’s right. The fast-buck dealer cares nothing 
about that. 

Senator Monronry. Mr. McCune, you mentioned a fact that I think 
is very important. That is the publishing of the Federal excise tax 
in the disclosure. I think we would be unwise, indeed, if we failed 
to put it in, because that is not the price of the car—that is the price 
of the United States Government’s tax take. The customer, knowing 
that, will find that he expects to pay $3,000 for an automobile, but 
that other $300 is to Uncle Sam. 

Mr. McCune. You can say to the unscrupulous dealer, if you don’t 
put that figure in, then you can have a figure which he can still juggle. 
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The tighter you can tie it up to keep him from that to eliminate that, 
the more satisfactory the bill will be to the public. 

Senator Monroney. Indirectly, is it not a fact also that a number 
of people, if the tax is out in plain sight, will remember to take it off 
of their income tax if it is a deductible tax item? 

Mr. McCune. State sales taxes are, but not Federal. 

Mr. Bett. We would hope that before this bill is enacted into law 
that the Federal tax on automobiles will be eliminated. 

Senator Monroney. It will be quite a race between the Ways and 
Means Committee and this one. I don’t know which one will come 
in first. We will do our best to be first. It is wise to provide for it. 
There is a great deal of sentiment in Congress for the repeal of excise 
tax on automobiles. It is an undue burden and is keeping business 
tight. While this committee has nothing to do with it, most of us 
have expressed our opinion on a retroactive reduction of the Federal 
excise bill and it will receive high-priority treatment. 

One of the most embarrassing things, it seems to me, is that while 
the cars are packed and have to be packed by legitimate dealers to 
have the trading leverage which they feel is necessary—many honest 
dealers, after they have made the sale with the pack in it, find that 
the customer has no car to trade in. They are very embarrassed at 
this time to have to call the customer and say, “I overpriced this car 
and suddenly discovered $300 or $500. Here isa check for it.” IT have 
had customers tell me those things have happened. Although the pack 
is there to take care of the inflated used car trade-in, if a customer hap- 
pens to be a “patsy” and just goes in and buys the car without dick- 
ering, or from a friend from whom perhaps he has bought a car at 
another time, in more cases than not the dealer has to call him and 
say, “This is going to be taken off.” Does that meet with your ex- 
periences ? 

Mr. Azporr. It has been a long time since anybody paid me a full 
price for an automobile. 

Mr. McCune. On this Thunderbird we were talking about a while 
ago, Ford Motor Co. came out and asked us to use on that what we call 
the pure price. I have tried it. I have never in years spent as much 
time explaining to the public why I had to cut down the used-car 
allowance, and [ am sure I spent more time on that than I did selling 
the automobile. They don’t realize that that is the duties of it, and 
they don’t realize that that is an uninflated price, and that there is no 
such thing as an uninflated price in the industry. 

Senator Monroney. If they offer you $300 trade-in on a Thunder- 
bird and say I will give you $600 on a Fairlane, it is difficult to explain 
the difference. 

Mr. McCune. Yes, sir. 

Senator Monroney. You can’t kid the public. 

Mr. McCune. That’s correct, and it has been true actually in figur- 
ing out that we have less gross profit on that than we have on our 
higher-priced Fords. 

Boskes Monroney. Someone suggested that the chairman was in 
error when I suggested that the double-page colored advertisement 
announcing the 4-seat Thunderbird carried no price but did carry a 
$66 per month payment. I am almost as certain as I am sitting here 
that that was carried in the advertisement. 
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Mr. McCune. I can’t argue about that. 

Mr. Azssorr. It was. You are right. 

Senator Monroney. I thought how peculiar—all this money going 
out, and still what I would lke most to know in the announcement 
of a brand-new car is, is it in the price range of the Fairlane or the 
Lincoln or the Edsel. It has been a long time since I have seen a sug- 
gested price in any magazine advertising. Yet, that used to be the 
No. 1 item. 

I think you said, Mr. McCune, that this bill holds out some hope 
that by better volume, more honest dealing, and a more realistic value 
of the used car on a trade-in, that perhaps the dealer will be able to 
improve slightly his present seven-tenths of 1 percent profit margin 
on sales. 

Mr. McCune. I would hope that that would be true. I would cer- 
tainly like to think that if I start even with the other fellow that I can, 
by negotiating with the other customer, and also controlling my own 
experiences, be able to make out better than average and do a better job. 
But I want to start even so that we are all quoting the same thing and 
that he isn’t taking the customer and switching the deal around to meet 
the particular needs of the customer at the time as to price. 

Senator Monroney. Mr. Purdy, when you were testifying you men- 
tioned the decimation of the ranks of dealers. Can you give us any 
idea of how voluntary liquidation, as well as bankruptcies, have in- 
creased? I know in my State every day or two I hear some good 
dealer friend of mine has finally decided there are easier ways to lose 
money than in the automobile business and turns the key in the door 
and liquidates. 

Mr. Purpy. In the State of Ohio there have been an awful lot of 
dealers going out of business. They are not all broke. But there 
was a lot of them going out. 

Senator Monroney. Bankruptcies only show an infinitesimal part 
of the liquidation of small businesses. When you lose a longtime, 
established dealership, you have lost a very vital part of that com- 
munity business. 

Mr. Purpy. They are very discouraged with the razzle-dazzle way 
they have to operate today which we think is caused by the pricing of 
automobiles. I think that this bill will absolutely instill in the minds 
of the public a much lower price than they think the automobile costs 
today, which is what we need primarily to help boost our sales in a 
declining market. 

Senator Monroney. Do you also feel that with the low return on 
investment and on sales—seven-tenths of 1 percent on sales—and 
with today’s misleading and fallacious and fraudulent advertising, 
that the dealer is disgusted with remaining in a business in which he 
has to use these practices as standard operating procedures. Don’t 
you think he loses the pride, respect, and dignity that he once had 
when the price was the same to everybody, regardless of what they 
had to trade in, and the bargaining came in largely on the value of 
the used car? 

Mr. Purpy. It has deteriorated to the point already from the dealer 
thinking or having the possibility of a return on his investment to 
the point where we are going to be so depleted with good dealers in 
the very near future that it will work a great hardship on the buying 
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ublic because it is so necessary that the general public have good serv- 
ice for their automobiles. 

Senator Monronry. You mentioned the problem of inventories 
building up. Do you have any late figures on that ? 

Mr. Purpy. It is right around 900,000. 

Senator Moroney. It is almost at a high point? 

Mr. Purpy. Yes, sir. 

Senator Monroney. There were few times this early in the season 
when you had that much inventory. That is a dangerous thing from 
the dealer’s standpoint with the costs that he has. 

Mr. Pourpy. The last figure I had on it was about 90 days’ supply, 
and so quoted in the Automotive News, which is accurate. 

Senator Monroney. It is usually very accurate. Let me ask you— 
I am a little green on this: If you buy a car at the packed price, 
even though the trade-in is deducted, do you collect the insurance— 
fire, theft, and collision—on the price at which the car was allegedly 
valued or just on the “difference.” 

Mr. Purpy. We have no inflated price, Senator. 

Senator Monronery. I am not saying “you.” I am talking about 
the general pack price. 

Mr. Axpporr. I can tell you about Texas. It is written on the ac- 
tual value of the automobile. We quote the pack price to the in- 
surance company. 

Senator Monroney. You quote the price that is listed on the pur- 
chaser’s sales ticket ; is that correct ? 

Mr. Anporr. That is right. 

Senator Monroney. So, if that price carries a $300, $500, or a $700 
pack, the insurance rate that he must pay on the collision damage and 
things of that nature is also paid for, which costs him a lot more 
money ? 

Mr. Agporr. Yes, sir. 

Senator Monronry. And the sales tax also runs on the price pack ? 

Mr. Assorr. We have the sales tax of 1.1 percent and we are audited 
every 60 days, and it is figured on the total price. 

Senator Monroney. Oklahoma has a 2- -percent tax. 

Mr. Asporr. We are a little cheaper than Texas. 

Senator Monroney. If they would just let you run it—— 

Mr. Purpy. Insurance companies won’t settle on the inflated price. 
It costs the public money; yes 

Senator Monroney. They ‘might not settle on such, but they are 
happy to charge on it. 

Mr. Purpy. It coses the customer the extra money for premium 
charges. 

Senator Monroney. So here is another element where there is a chain 
reaction of the pack price bouncing over and causing an increase, I 
would say, of perhaps 10 percent in the insurance cost to all the new 
car buyers. 

Mr. Azzorr. I agree. Also, from the sales-tax standpoint. 

Mr. McCune. Yes, sir. 

Senator Monroney. You have 2 percent sales tax. 

Mr. McCune. Three percent. But we have a trade-in exemption. 
But we are the only State that has the trade-in exemption, or one of 
the few. In most places it is on the full price of the car, and in that 
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case any inflation on the price, every hundred dollars you have is $3 
extra it is costing the public. 

Senator Monroney. How about you, Mr. Hughes? Do you have a 
2-percent sales tax ? 

Mr. Hueues. Three in Arkansas. 

Senator Monronry. Do you have a used-car exemption on that? 

Mr. Hucues. No, sir. No exemption. It is the full amount less 
the Federal excise tax. 

Senator Monroney. So there is a chain reaction which builds up 
beyond the disadvantage to the industry. 

Mr. Asporr. Yes, sir; and that is a good point. 

Mr. McCune. He overfinances the car on which he pays an excessive 
amount of insurance, and it pyramids. 

Mr. Purpy. We have 3 percent, and there is no exemption for the 
trade-in whatsoever. You have to collect the tax on the full price of 
the car each time you sell it. 

Senator Monroney. I was very impressed with, and would like to 
get your reaction on, the following. You said time is of the essence, 
Mr. Purdy. I agree with you. We have a 6 months’ leadtime that 
was put in there to make this go into gear without disruption. In 
your studied opinion, could it be done in 3 months after the signing 
of the act? 

Mr. Purpy. I am hopeful. 

Mr. Anporr. But we might miss the 1959 models by not very much. 
If we are ready to start that with the 1959 models, it will help. 

Senator Monronry. The committee is anxious to get it into gear as 
fast as we can. Printing can be done rather rapidly when the price is 
established. It shouldn’t be too difficult to make it apply on cars pro- 
duced at the factory 3 months from the passage of the act, and we will 
give serious consideration to that. 

Mr. Purpy. We think the bill is sound. 

Senator Monroney. The only question I have regarding your testi- 
mony is that you are even more optimistic than one of the authors of 
this bill—me. I just don’t think the bill will cure quite as many 
evils as you feel it will. I think that to put prices back on cars will 
be a great lift to the industry and to the consumers to have the honest- 
rice disclosure. I do hope that it will be one of the things that will 
wring people back to the showrooms to see the cars. 

Do you have anything further? 

I have a conference committee that I must attend. Another pr icing 
matter—the pricing of postage, and whether it will be 4 or 5 cents. 
If you think people are interested in automobiles—and they are— 
they are also interested in the price of postage stamps. It is easy 
enough to find that price, however. 

Mr. McCune. You would be optimistic about the help this would 
give if you were on the firing line selling automobiles. 

Senator Monroney. I hope it is half as good as you think. 

Mr. Asporr. J think it will do more than 9 you think it will. I talked 
to you about this 3 years ago in New Orleans, when we were on a 
program together. T think it will do more than you think it will, or a 
lot of dealers think it w ill, even those six. 

Senator Monroney. You have 55 directors? 

Mr. Beuu. Yes, sir. 
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Senator Monroney. Any time you can win by an 814-to-1 majority, 
you have won a pretty good race. I will settle for that any time. 

Mr. Purpy. We think the bill is so important that we would like 
to have it enacted as soon as possible. 

Senator Monroney. I assure you that that is the desire of this com- 
mittee, and it is one reason we were anxious to bring you gentlemen 
back this afternoon for this brief hearing. 

Is there anything further that you care to add, Admiral Bell? 

Mr. Bei. Nothing further, Mr. Chairman. 

Thank you very much for your courtesy. 

Mr. Bussy. Mr. Hughes, I would like to ask you a question on 
trucks. From your experience as a smalltown dealer, I would like to 
ask whether to include trucks in the bill. There has been some ques- 
tion about it, because trucks get away from the market place to 
some degree. Trucks are being bought by commercial outfits. Do 
you think trucks should be included, and if so, what size trucks ? 

Mr. Huenes. I don’t feel that I am qualified to answer that ques- 
tion. I think that the truck dealers ought to answer that them- 
selves. 

Senator Monronry. You have been very helpful, as your associa- 
tion always has been in conveying the grassroots opinion of the men 
on the firing line in their desire to help the industry and to help 
America’s recovery from this economic recession. 

I again repeat what I said earlier, that I think the return of or- 
derly marketing and the return of the people to confidence in the 
disclosed price of the car will do more than many of the big bills— 
the so-called antirecession bills—we are now discussing. 

Going back to the vast amount of steel and other things that go 
into the car, it will have repercussions through the entire basic struc- 
ture of our economy. I certainly feel that we can do a lot of good 
in putting into the market the money that is piling up in savings 
accounts and other places, simply because people are a little bit timid 
about going into the pricing jungle which defies anybody even with a 
slide rule to figure out the price of a car. 

Again we thank you for your kindness in coming here. 

The next meeting will be held at 2 p. m., Wednesday. We have 
conflicts with the full Committee on Interstate and Foreign Com- 
merce, which is holding hearings on liquor advertising in this com- 
mittee room for the next 2 days. 

We will again meet at 2 p. m., Wednesday, in a room to be an- 
nounced later. 

The meeting will stand in recess until that time. 

(Thereupon, at 3:13 p. m., the subcommittee was adjourned, to 
reconvene at 2 p. m., Wednesday, April 23, 1958.) 
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WEDNESDAY, APRIL 23, 1958 


Unirep States SENATE, 
CoMMITTEE ON INTERSTATE AND Foreign CoMMERCE, 
SUBCOMMITTEE ON AUTOMOBILE MARKETING, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 1:05 p. m., 
in room G-16, United States Capitol, Hon. A. S. Mike Monroney 
(chairman of the subcommittee) presiding. 

Senator Monroney. The Subcommittee on Automobile Marketin 
Practices of the Interstate and Foreign Commerce Committee wil 
be in order. 

We are honored to have today as our first witness a group which 
comes from one of the greatest States in the Union, and from the 
State which certainly has the greatest football team in the Union. I 
would like to have all of you come up at one time, if that is your wish. 
The group is headed by Mr. H. Mead Norton, a director of NADA, 
and one of the former presidents of our State association. 

We have the full Subcommittee on Automobile Marketing Practices 


here to hear you, but they can stay only a part of the time, as they 
have other commitments. 
If you will identify yourselves as I call your names, and if when 


you — in this discussion you will identify yourselves at that time 


for the reporter, we will appreciate it. 

We have Mr. H. Mead Norton, of Norton Buick Co.; Mr. H. L. 
Sparks, of the Sparks Motor Co., at Cushing; Mr. Roy Tant, execu- 
tive secretary of the Automobile Dealers Association; Mr. Chick 
Norton, of Tulsa; Mr. Cal Newport, of Newport Chevrolet-Oldsmo- 
bile, Hominy; Mr. Charles Coker, of Coker Pontiac, of Oklahoma 
City; Mr. William Harvey Cobb, of Cobb Cadillac-Pontiac, Ponca 
City, Okla.; and Mr. Judson Bryan, of Bryan Motor Co., Oldsmobile- 
Cadillac dealer. 

We wish information to help get our economy rolling again. I 
feel that the prosperity of America depends very heavily on the num- 
ber of shoppers that are going into the automobile salesrooms of the 
country because of the vast amount of raw materials consumed and 
its effect on employment in other industries. 

You have a statement, do you not, Mr. Norton? 
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STATEMENTS OF H. MEAD NORTON, NORTON BUICK CO., OKLAHOMA 
CITY, OKLA.; H. L. SPARKS, SPARKS MOTOR CO., CUSHING, OKLA. ; 
ROY TANT, EXECUTIVE SECRETARY, AUTOMOBILE DEALERS 
ASSOCIATION; CHICK NORTON, CHICK NORTON BUICK, TULSA, 
OKLA.; CAL NEWPORT, NEWPORT CHEVROLET-OLDSMOBILE, 
HOMINY, OKLA.; CHARLES COKER, COKER PONTIAC, OKLAHOMA 
CITY, OKLA.; WILLIAM HARVEY COBB, COBB CADILLAC-PONTIAC, 
PONCA CITY, OKLA.; AND JUDSON BRYANT, BRYANT MOTOR CO., 
OLDSMOBILE-CADILLAC DEALER 


Mr. H. Mreap Norton. My name is Mead Norton. Iam an automo- 
bile dealer in Oklahoma, in active charge of a Buick agency in Okla- 
homa City. Also, I am interested in dealerships in other smaller 
towns in the State of Oklahoma. 

The dealers in our State, and I believe I can say this is a unani- 
mous consensus, view with great alarm what is happening today in 
the retail automobile industry. Small dealers are going out of 
business'so rapidly in our State that even those departments of our 
State government charged with the responsibility of licensing fran- 
chised dealers have difficulty in keeping pace with the changes. 

In the past 4 years more than 600 franchised dealers in Oklahoma 
have either liquidated their holdings or have gone into bankruptcy. 
In other words, at this same time in 1954, there were almost 1,400 
new-car dealers doing business in Oklahoma; now there are less than 
800. And the number continues to decrease month by month, at an 
alarming rate. 

But, I think this fact is even more significant: Of the 690 dealers 
who have been forced to quit business in the past 4 years, practically 
all were operating in small communities. When they closed up shop, 
it left thousands of automobile owners who had purchased cars from 
these 600 dealers with so-called orphan vehicles; that is, without a 
source of repair parts or competent mechanics to repair the vehicles 
so owned, resulting in the fact that the real victims of this tragedy 
were the owners of motor vehicles in the communities affected. 

This is one of the primary reasons for my appearance, and the 
appearance of my fellow colleagues from Oklahoma, before this com- 
mittee today. It is our considered belief that the smalltown dealer 
must have almost immediate help from some source, or the existence 
of what has been historically considered the smalltown automobile 
dealer will soon be a thing of the past. 

Senate bill 3500 now before this committee, though long overdue, 
is a step in the right direction. It will help should it become a law, 
but it will not cure all of the ills of the sick automobile industry which 
is now dragging down the general economy, depriving the automobile- 
owning public of adequate service after the sale, and destroying the 
self-respecting automobile dealer. 

This bill now under consideration, of course, is made necessary 
because automobile manufacturers have either failed to step up to 
their paternal responsibility to their dealers and salesmen, or have 
been coerced into a spirit of apathy by the threats of Federal agencies 
that if they do assume their inherent responsibility by laying down 
and enforcing a set of rules for their dealers to abide by, that they, the 
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manufacturers, would be subject to prosecution for violating antitrust 
laws whose terms relative to the subject matter have not been defined 
by a court of competent jurisdiction. 

If this Congress is to enact this bill into law, it should reflect the 
whole truth. The document to be attached to the vehicle must be 
completely itemized, showing all the charges that make up the selling 
price of a motor vehicle. Federal excise taxes, transportation charges, 
optional equipment or accessories and a tax upon them. If the public 
is to be properly informed, they should know that the dealer does 
not participate profitwise in approximately 25 percent of the selling 
price of the motor vehicle. 

Only about one-third of all motorcar owners ever purchase a car 
new. The other buyers, usually on account of their economic status, 
purchase used cars over and over. Therefore, the momentum of pro- 
duction of the new motor vehicle is sustained by reason of annual 
model changes, which, from a styling standpoint, dissatisfy the tra- 
ditional new-car buyer with his present car, causing him many times 
to trade in a perfectly good piece of transportation in order that he 
might keep pace with the style trend. 

In the absence of the dealer having economic control or advan- 
tage in the area that he is now held responsible for, which will enable 
him to hire and train salesmen to iat sales to the satisfaction of 
the manufacturer, the factories have resorted to an accelerated ex- 
pensive annual change of model styling as a substitute for individual 
sales solicitation and development. 

These styling changes, upon which the manufacturers spend mil- 
lions of dollars annually in advertising to attract the buyer’s attention 
to their product, are responsible for the price of the new car being 
increased at each model change. 

The price per unit obviously goes up because of the amortization 
of the tooling cost needed to change the style of the car, prorated 
into the number of vehicles the respective manufacturer expects to 
produce each year. This price increase adds very little to the base 
precept of automotive transportation ; namely, stability, performance, 
and economy of ownership; but on the other hand, increases the cost 
to the owners as a result of higher insurance rates and more costly 
repair parts when performed on items such as large tail fins, orna- 
mental front-end grills, curved one-piece windshields, which require 
a specialist to install. 

If individual initiative and salesmanship could be rewarded instead 
of the manufacturers having to resort to the system as outlined here 
before, there is no reason that the public could not be afforded trans- 
portation which would give as much or more stability, performance, 
and economy at a lower price, because in this day of automation, the 
manufacturer of a motor vehicle is likened unto that of publishing 
a book. Once a manuscript—blueprint of design—is proofed and the 
type—tools, dies, and machinery—set, it then becomes strictly a matter 
of feeding the raw materials into the automatic machinery and turning 
out an unlimited quantity of the finished product. It is well known by 
every schoolchild that mass production, accomplished by this system, 
has enabled the people of this Nation to enjoy the highest standard of 
living in the history of the universe. 

There is nothing wrong with the automobile business from top to 
bottom that salesmanship will not cure, but labor is worthy of its hire, 
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and unless the manufacturers devise and establish a policy that will 
permit the dealer to make a profit over cost adequate to compensate 
salesmen salesmanship, of course, is out of the question. 

If this Congress will interest itself in the real reason why auto- 
mobile sales are off, when there is undisputed evidence that individ- 
uals have the money to buy, and insist that official Washington, the 
Federal Trade Commission, Department of Justice, et cetera, discon- 
tinue threats and innuendos relative to the prosecution of manufac- 
turers and their dealers under the terms of antitrust laws which have 
never been defined by a Federal court, this committee will be getting 
to the major cause of the greatest ill of our industry. 

In conclusion, may I say that when Government restrictions, if any, 
are removed, clearing the way that will permit automobile manufac- 
turers and dealers to enjoy the same freedom in contractual relations 
that are now extended to other businesses, this great industry will again 
assume leadership in the economy by aggressive selling which will 
result in the best interest of the public being served with better auto- 
mobiles at lower prices, serviced and kept running by 40,000 inde- 
pendent dealers who have made an outstanding contribution to the 
growth and prosperity of this country. 

Thank you. 

Senator Monroney. Thank you very much, Mr. Norton. 

Let me first ask you—when you speak of the new models, you are 
talking more of the tinware, chrome, and the new radiator—you 
wouldn’t want the automobile manufacturers to hold off engineering 
improvements ? 

Mr. H. Mean Norton. No, sir. 

Senator Monroney. It is the fancy grillwork—the tinsel on the 
Christmas tree—that you are referring to in that the annual model 
changes that your dealers feel are costly, not only to the manufacturer 
and to the dealer, but this ultimately runs up the price of the cars to 
where they get beyond the reach of many purchasers. 

Mr. H. Meap Norton. There is no question about it. 

Senator, in the absence of having an aggressive sales force, there is 
just one medium that you can sell ¢ automobiles by, and that is by adver- 
tising, and the only thing that you can advertise and appeal to the 
people with is styling. You can’t sell stability through newspapers. 
You have to do that by personal contact, personal demonstration. 

And most of these changes that come out are strictly a matter of 
styling. Of course, there are mechanical improvements from year 
to year, but that comes gradually. It may come within the year. At 
new model time it is strictly a matter of styling. 

I would like to elaborate and give you an example of it. I would 
like to refer you to Plymouth. 

Plymouth came out in 1957 with a new styling change. They spent 
millions and millions of dollars in dies and tools, and so forth and 
so on, to make the car bigger and longer and to look bigger. 

They took third place. Buick at that time had third place. Their 
sales escalated and went up. Plymouth spent millions of dollars ad- 
vertising the car of 1960, which would lead the people to believe that 
if they bought a 1957 car they could keep it until 1960 and still be 
in style. But Plymouth didn’t change this year. 

I refer you to the statistics. Their sales are down almost 50 percent. 
They have gone down like that because they didn’t change. It is not 
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true that a car will not be a 1960 car in 1960 because if the trend keeps 
up Plymouth will have to change that car or they will lose all of the 
impact of that styling. 

Senator Monroney. In other words, it is the same as the trouble that 
your wives have in buying clothes—as Dior comes out with a sack 
model dress it is practic: ally out of date before the dress is delivered. 

Mr. H. Mean Norron. Senator, the price of cars is too high for the 
American public to change styles four times a year. My wife—and 
I am not bragging, and yours probably has 40—my wife has 20 pairs 
of shoes in the closet-—I counted them—and there is not a hole in 
them that the manufacturer didn’t put there the day she bought them. 

Senator Monronry. Let me ask you, Mr. Norton, isn’t it a “fact that 
perhaps the longest wait for delivery of a car today is on the Volks- 
wagen ¢ 

Mr. H. Meap Norton. That is what I understand. Of course Volks- 
wagen, we don’t talk much about that. It has become a sore spot 
with the automobile dealers because Volkswagen sales have been made 
popular because they have had an exclusive contract and they have 
been to employ good salesmen to go out, because once they knew that 
they sold that Volkswagen they knew they would get to deliver it and 
get the commission on it. They couldn’t go down the street to a half- 
dozen places or drive to 40,000 ‘other dealers and buy exactly the same 
product from some fellow who had not spent one penny on developing 
the sale for a few dollars over cost. 

So Volkswagen has maintained a good, high-powered sales force. 
And they haven’ t had a change of model, if I may add—I don’t know, 
but someone told me they haven't changed a model in 10 years. 

Senator Monroney. I am sorry to advise you, but you are wrong. 
They changed the model in about September. I read about this in the 
European papers. The model change consisted of the spectacular 
enlargement of the rear window by 2 2 inches and the lengthening of 
the windshield wiper by 1 inch. That was the model change. 

Some way or other it maintains a type of stability by which the 
purchaser feels he doesn’t have to change his car every year, and he 
doesn’t feel he lives on the wrong side of the tracks because he hasn’t 
a bigger and bigger tail fin on his car. 

What you are talking about is the fact that this is an economic 
waste as far as transportation is concerned. The fetish for changing 
the look of the automobile instead of the engineering of the automo- 
bile has brought this about. 

Mr. H. Mrap Norton. Absolutely, because they are using eye ap- 
peal and advertising to substitute for salesmanship. It could be 
worked the other way, for the economy could stay just as it is, if 
they didn’t have to go through this expensive tooling and new dies, 
just to change the looks of the car. 

Senator Monroney. Can you give me an idea of how much it costs 
the factory to change styling ? In other words, if it costs X million 
to change a feature and the production of a car is say 500,000 or a 
million, and you divide that number of millions of dollars for the 
model change by the number of cars produced that year, you will 
find out how much weight is attached to the price for the simple 
change of taillights for 1 and the various other things that are put 
on to fancy up the looks of the car. 
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Mr. H. Meap Norton. It is fantastic what they say it costs to 
change those models. Someone said—I won’t be positive on this— 
I think someone said that Buick 1 year, their tooling cost was $600 
million, for 1 year. 

Senator Monroney. How many Buicks were produced that year? 

Mr. H. Meap Norron. That year in question I think was around 
400,000 cars. 

Senator Monroney. So by dividing 400,000 into $600 million you 
will find the weight on the cost to change the car? 

Mr. H. Meap Norton. That is correct. 

Senator Monroney. And that has to be reflected in the consumer 
price. 

Mr. H. Meap Norron. Senator, you are a newspaperman, I happen 
to know. I know that you know something about the newspaper 
business. Let me tell you what this whole thing is. When you go 
down to have your circulars printed and you run for office, you ask 
for a price on 200. They say we can make you a thousand for about 
the same thing. 

You say why, and they will say because we have to set up the type 
and we have to proof the manuscript. That is the same way with the 
automobile business. Once they get this set up they can just keep on 
producing. I don’t know whether you have been through an auto- 
mobile plant lately or not, but there is not a man, woman, or child 
that lifts as much as a lead pencil. It is all done by automatic 
machinery, pulling a trigger here or there. It is just a matter of 
feeding the raw material which is carried on conveyors to these vari- 
ous machines and they just kick it out. 

Obviously, when they have to change this, as they do in the print- 
ing press, then the cost of—what do they call it, layout 

Senator Monroney. Typography, primarily, setting of the type. 

Mr. H. Mean Norton. That is what it is. 

Senator Monronry. You say $600 million for Buick one year. 
Ford, Chrysler, and Chevrolet would spend as much for their changing 
of the tinware or chrome. It always costs the dealers of the country 
many millions. 

You have to start discounting cars that are in stock long before the 
new model comes out. How far in advance of the new model do you 
start running into trouble on selling a car in anticipation of the 
competition of new low in the next year’s model ? 

Mr. Norton. Senator, it used to be that—here is the way the auto- 
mobile business has always been run. They naturally expect sales to 
fall off along in the late fall months. So, they come out with a new 
model in October. Then, October, November, and December, the sales 
were sustained. I am talking about before the war. Whenever we 
had the territory where we sold cars. But just as soon as the new 
model momentum quit, we had salesmen who went out and during 
January, February, March, April, May, and June, developed 
the sales, talked to the people about buying the cars and showed them 
the new features and so forth and so on. 

Then, in July, August, and September, we cleaned up, and all those 
people who were looking for bargains, that was the cleanup period. 

But now, Senator, we started cleaning up on the 1958 model the 
day we gotthem. And westill had 1957 models in stock. 
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I will tell you what I think. I think that the whole trouble with 
this whole deal is the fact that nobody has told Congress the truth 
about this thing. 

We had 1957 models in stock. I am a Buick dealer but nearly every- 
body else did it. They just got through paying us a bonus. We stull 
had some 1957’s in stock even this year. And they pay us a bonus 
or extra money to get them out. And I think that applied to neariy 
everybody else. 

So, we are in a continuous, constant cleanup all the time. There is 
no such thing as—we refer to it as gravy—there is no such thing as 
getting gravy. 

Senator Monroney. You had to sell the car for less in anticipation 
of the new model, and the cost of tooling the new model is charged 
also to the price of its cars. Consequently you have the thing working 
instead of for cheaper transportation, it is more expensive transporta- 
tion for the buyer ? 

Mr. H. Mrap Norron. That is the crux of the whole situation. 
Before the war the greatest improvement that was ever made on an 
automobile from the standpoint of safety and durability was the 
all-steel turret top. Do you know what happened to it? The price 
came down when they put it on. Now, every time they put on a 
gimmick or gadget, the price goes up. 

In the case of the Chrysler product, we have a Dodge dealer here 
and a Chrysler dealer. Someone told me one year Dodge had 6 
transmissions, 6 different transmissions. I can tell you how many 
Buick has. We have three different transmissions. They are all 
options, and on every one of them there is extra excise tax. So, it just 

oesonandonandon. There is no question but what people, if some- 

dy could go out and develop a sale, would buy the best precept of 

transportation, and that is ability, performance, economy, and pride 
of ownership. 

Senator Monroney. Senator Thurmond is one of the most faithful 
members and a coauthor. 

Senator THurmonp. I have another engagement and you may not 
be here when I return. I want to say to you gentlemen from Okla- 
homa that your Senator, the chairman of this committee, is a very 
able man, and is rendering the public a magnificent service in this 
study. You people from Oklahoma and you automobile dealers can 
be proud of the fine work he is doing here. 

The National Automobile Dealers Association has been of great help 
to us, too—Doctor Kirks and the others connected with that organiza- 
tion. Weare vitally interested in trying to assist in every way we can. 
As one member of the committee, I want to thank you for coming so far 
today and giving us the benefit of your experience and your wisdom 
in the intricate problems that now confront the subcommittee. 

Senator Monroney. Thank you, Senator Thurmond. 

Mr. H. Mreap Norton. Thank you, Senator. 

Senator Monroney. The one objection we have heard from, I think, 
6 out of 55 directors of the NADA, was the fact that they were afraid 
this might be the camel’s nose under the tent for Federal regulation. 
The only argument we have to use to convince them this is not so is 
that Senator Thurmond, who is the greatest champion of States’ rights 
in the whole Congress, is the coauthor of this bill, and he will not put 
his name on any bill that will lead to Federal regulation or inter- 
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ference with the rights of the States in private business. He has 
been a very faithful and helpful member of this subcommittee. I hope 
you can come back later, if you have time, Senator. 

Mr. Sparks has the Chrysler agency at Cushing. 

What is the cost to the public on repairing a fender today as against 
the day when they overdressed the rear end of the cars? 

Mr. Sparks. Before the rear quarter panels were attached to the 
cars, a rear fender could be repaired, a new fender could be placed 
on the car for probably a maximum of $30 or $35, whereas today, to 
repair the rear quarter panel, it could run as high as probably $300. 

The cost of a rear quarter panel on a new 1957 model car—I placed 
one on just about 2 months ago—was approximately $170. 

And the cost of the labor to replace it was $80. 

That will give you an idea of the cost of the maintenance of 
repairs. 

Senator Monroney. It seems to me that bumpers, which are a type 
of shock absorber, used to be able to take a pretty good lick without 
damage. If somebody now bumps into you, what does it cost to 
replace the bumper ? 

Mr. Sparks. Usually you have to replace the bumper which is very 
flexible and just a very small bump will bend the bumper and it will 
cost you varying from $35 to $95. 

Senator Monroney. I tried to be a good Samaritan one time—to 
push the grocery boy when he had a stalled motor in Rock Creek 
Park. My cost—if I had had the bumper repaired—would have been 
$95 for a new bumper. We have added not only to the original cost 
of the car, but to the maintenance which occurs so often in scratches 
or bumps or dents. We have gotten away from transportation and 
into so much high styling that the maintenance cost is greatly in- 
creased as well. 

Mr. Sparks. That is right. 

Senator Monroney. but, it means no more profit to the dealer. 
You probably would rather fix that bumper for $35 and have a better 
margin of profit in it. 

Mr. Searxs. That is correct. 

Another thing I would like to point out, Senator, in the introduction 
of new cars the dealer also is involved in a tremendous investment 
in his own private dealership in that he has to buy new special tools, 
new advertising pieces, and various things of that nature which has 
a tendency to increase the cost of doing business. 

Senator Monroney. Another question. The substitution of high 
styling, new chrome, and new lights, and things of that kind for 
salesmanship has a tendency to diminish the emphasis on selling the 
engineering features of the car—how much it will get on a gallon of 
gas, how safe the brakes are, what kind of fluid is used in the hydraulic 
system, and other things that used to be the prime element of an 
automobile sale. 

Mr. H. Meap Norton. That is correct. 

Senator Monroney. Because of that would you say that it is difficult 
now for a salesman to really and truly develop a sale of the product 
on a transportation or engineering basis, and for that reason the 
traditional greatness of the automobile industry that put America 
on wheels has gone down to (a) style, and (4) price. As to the price— 
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which this bill seeks to correct—it has been lifted up five, six, or seven 
hundred dollars, or as high as a thousand dollars with an artificial 
ack. It bears no relationship to the general worth of the car. 

Mr. H. Meap Norton. There is no question but what the bill before 
this committee is a must to start the retail automobile business, and 
not all of it, but the manufacturer, the whole impact of the business 
back on the road to respectability. 

Senator Monroney. If we, to a degree, turn over a new leaf in the 
automobile industry—a relatively new industry and one which em- 
ploys 1 out of 7 people in this Nation—it could restore the confidence 
of the automobile buyers that at least he knows the position from 
which he will start trading—that is the suggested list price. 

Mr. H. Meap Norton. That is correct. 

Senator Monroney. I agree with you a thousand percent that the 
excise tax, if there is any remaining by the time this bill is passed, 
should be put in neon lights on the car so that you will know how 
much tax you are paying and how much automobile you are buying. 

Do you have a question ? 

Mr. Bryant. Iam Judson Bryant, from Stillwater. 

I would guess that there are as many people in our community who 
receive either the Tulsa World or Daily Oklahoman as they do the 
daily paper. And of course they all have television. 

Dealers who advertise a new car with $800 or $1,000 discount, any- 
body should know that there isn’t that much profit to start with. Ob- 
viously the price is padded, which leaves the purchaser to think that 
he is getting an extremely good deal, and naturally he goes there, 
when actually we have actual cases in our own town where they have 
paid for the difference between their old car than they could have 
traded for right at home. 

It was misleading advertising because the price was wrong. This 
bill would stop that. 

Senator Monroney. It is especially detrimental to the smalltown 
dealer, isn’t it, who has to quote the same price and the right price? 

Mr. Bryant. That is right. 

Senator Monroney. You are neighbors to the folks you sell and you 
have to walk down Main Street with them. If you have quoted a 
price $600 higher to one person than to another, who may not have a 
trade-in, you are going to be pointed out as a gyp artist in your com- 
munity and you are not going to like the degradation of your industry. 

I have a hunch that many of the liquidations in the industry may 
state this as a causal factor. Six hundred in Oklahoma I believe you 
testified. 

Mr. H. Mrap Norron. That is what the records show. 

Senator Monronry. Due to the loss of self-respect the dealer is 
being forced into lying about the price, the honest price of the car, and 
they don’t like it. 

As much as the low profit margin of seven-tenths of 1 percent na- 
tionally has to do with liquidation, I think it is also the loss of self- 
respect of a dealer in being able to merchandise America’s No. 1 prod- 
uct on an honest, fair, and decent basis which has had the result of 
driving old-line automobile dealers, who may have been in business 
for 2 or 8 generations, out of business. 

Is that what you think, too? 


pS 








106 AUTOMOBILE PRICE LABELING 


Mr. Bryant. That is exactly right. 

Senator Monroney. Incidentally, the fact that 600 dealerships were 
liquidated in Oklahoma amazes me—it is a fantastic liquidation of 
little business. 

I see Mr. Roland Kirks of NADA here. I want to compliment the 
Oklahoma dealers in coming up with these figures. I wonder if the 
NADA would be good enough to run a telegraph poll of your State 
offices in the other 47 States. The other day when your representatives 
were here, they said the dealerships were decimated. It is quite im- 
portant to this hearing to insert, as a supplement to the record, the 
national figure that corresponds to the Oklahoma figure. 

If to inform the public of what the manufacturer thinks the car 
ought to be worth as list price is a violation of the Antitrust Act, or 
if by innuendo or threat the Department can prevent the customers of 
America from knowing the list price, then I think we ought to see 
what effect their policies are having in liquidating small business. 

Mr. Kirxs. We will be glad to furnish the information. 

Senator Monroney. At the time these policies started in 1949, we 
had more than double the number of automobile manufacturers in 
the country than we have today. 

Mr. H. Ame Norton. In 1949 you had Studebaker, Packard, Hud- 
son, Willys, Nash, and Kaiser. Then you had the Big Three. That 
would be 10. So today you have the Big Three and you have the 
American Motors Co., and Studebaker-Packard, or a total of five. 

Senator Monroney. So the antitrust policy—in the straining at a 
gnat and swallowing big business—has resulted in liquidation of 20 
to 40 percent of your small businesses, but at the same time has in- 
creased concentration of big business. 

Mr. H. Meap Norton. Senator, Iam glad you put that in the record. 

The implied threat of enforcing this mythical antitrust law, should 
there be one, has created monopoly, rather than to lessen monopoly, 
because here is what it has done: It has destroyed the small-town 
dealers and has let the big-city dealers get bigger and bigger. 

So actually, if I understand the antitrust laws, it is to discourage 
monopoly and the invoking of this has caused monopoly, rather than 
to lessen it. 

Senator Monroney. What you say now about your plan is more 
or less in the area of dealer service responsibility, which in a speech 
in 1949, I believe, by Attorney General McGrath, led to some of the 
chaotic conditions. 

The phrase that you are discussing now is the refusal to waive crimi- 
nal prosecution for institution of areas of responsibility dealerships, 
is that not correct ? 

Mr. H. Meap Norton. Now here, the statement by Attorney Gen- 
eral McGrath, that was a mythical situation, because I have it right 
here over the signature of Harlow H. Curtice who was at that time 
executive vice president of General Motors, and this is a letter that 
he wrote to Fred Haller, president of the National Automobile Asso- 
ciation. 

In explaining to Mr. Haller at that time, who had made a request 
for him to go back with some kind of protective territory for the 
dealer, he said this: 











re 


rf 


were 


al 


AUTOMOBILE PRICE LABELING 107 


Referring to the small-business men and to the average automobile dealer 
and independent small-business man, he stated— 


talking about McGrath— 


they must be permitted to buy where they please, sell where they please, and 
seek the patronage of any customer. 

In other words, we are not in violation of any of that, but the Jus- 
tice Department, the manufacturers, or somebody, has jumped upon 
that statement which actually says nothing, actually says nothing at 
all, to say that the Justice Department has said that they couldn’t 
give us some kind of territory. 

Senator Monroney. In discussing the lack of ability to use old- 
time salesmanship to develop customers, and to sell a car instead of 
the styling or the price as Baing the only appeal, your plan would 
not take away from customers “their 1 right to buy any place they 
wish ? 

Mr. H. Meap Norton. Certainly not. The only thing that we ask 
for is this: We ask that if a salesman goes out and develops a sale, 
burns up his gasoline, wears out his demonstrator and neglects his 

family in cé ling on these prospects, that the factory make some kind 
of situation to where that salesman can get the commission upon that 

‘ar when it is bought. 

Senator Monroney. I think there are bonus arrangements now in 
the automobile distributing business, aren’t there? Do you get cer- 

tain bonus for selling the cars after the models change? 

Mr. H. Mrap Norton. The automobile manufacturers apparently 
ean do anything that they want to do. They are doing the same 
thing now. I have a good sized wholesale parts business selling 
Buick parts. They give me 12 of 15 dealers in Oklahoma that 1 

‘an sell parts to, and they will give me an overriding bonus of 25 
Sepa If I sell them to the other 75 dealers in Oklahoma, I don’t 
get anything. 

Senator Monronery. In other words, if you service the area of re- 
sponsibility you get a discount of 25 percent ? 

Mr. H. Meap Norton. Overriding discount. In other words, we 
buy the parts all for exactly the same price. But then they give me 
a list of dealers that they tell me that I can sell, and maybe one of 
them is 50 miles away. It is just arbitrary 

I want to point that out to you. They say, “All right, we will give 
you an overriding discount if you sell this dealer. But if you sell that 
dealer you don’t get one.’ 

I understand—is there a Chevrolet dealer here today ? 

Senator Monroney. Mr. Newport, of Hominy, Okla., the Newport 
Chevrolet. You have 2 or 3 agencies, don’t you ? 

Mr. Newport. Chevrolet and Oldsmobile. 

Senator Monroney. Will you answer the previous question ? 

Mr. Newrort. Senator, today if one of my salesman sells a Chevro- 
let and takes in a Ford or Plymouth, anything other than Chevrolet, 
the factory will pay $23 bonus for that. 

Another thing on this bonus proposition, if I sell you an Oldsmo- 
bile and you bring it to Washington, D. C., and a dealer down here 
services it, they w ‘ill charge my account $20 for this dealer servicing 


that Oldsmobile. 
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So they collect the bonus wherever it goes. 

Another thing, in the windup of the model, you spoke of that, if 
I carry over into the next model year they now pay me 5 percent on 
cars that I carry over. They may decide if I carry it another 60, 
they may pay me another 5 percent, and that appears to be legal. 
I, as a smalltown Chevrolet dealer, my bonus on a Chevrolet is $7.50 
a car, a holdback they call it. Im Tulsa, Okla., where there are 3 
dealers, those dealers get $12.50. 

In Chicago, where there are 15 dealers, they get $17. If they 
can set those bonuses, and they are legal, we think a bonus of 5 
percent, not added to the price of the car but just paid to us in the 
regular commission setup, would be legal. 

Senator Monroney. Isn’t it also a fact that in some of the lines if 
you exceed your quota you receive an extra bonus ? 

Mr. Srarks. That is true on Plymouth. If a dealer is large 
enough to qualify to buy 150 Plymouths, then I believe he gets a $5 
bonus. I am not large enough to qualify so I don’t come under that 
category. But it is retroactive as of a No. l car. It puts us at a 
disadvantage with the big town dealers. It lures customers from a 
small town and a big town, and over a period of a year’s time the big 
dealer collects the bonus of $10,000 or $12,000. 

The general buying public is confused, the dealers are confused, 
and maybe the factories are confused. We don’t know the price of 
our cars. The public doesn’t know the price of our cars. 

I was approached about Saturday on a deal—pardon me for mak- 
ing a personal observation—but the first thing the customer told me, 
he said, “Parky, you have to give me $1,500 for my car,” which was 
a 1954 Ford. He said, “I want to tell you that before we go any 
further.” It didn’t make any difference about the price of my car 
but he had to have $1,500 for his car. That is an example of what 
we are up against. 

Senator Monroney. So in order to give him $1,500 for his car, you 
would have to pack the price on yours ? 

Mr. Sparks. Yes, sir. 

Senator Monroney. On this point, if you had made the deal and 
if you had packed the price by $500—then the sales tax on that pack 
has to be paid, does it not? ‘This is hypothetical, as knowing your 
operation I know you wouldn’t do this. 

Mr. Sparks. Not in Oklahoma. In Oklahoma we have to pay tax 
on the factory delivered price plus the excise tax. But in many other 
States——. 

Senator Monroney. You have to show that to the customer? 

Mr. Sparks. Yes, sir. 

Senator Monroney. What if the price has been packed $500? 

Mr. Sparks. You have to show it. 

Senator Monroney. So you are collecting in Oklahoma a 2 percent 
tax which would be $10 on the $500 pack ? 

Mr. Sparks. That is correct. 

Senator Monronry. When the customer buys insurance you are 
going to overinsure the car. It would have to be overinsured by $500, 
would it not, which would add another $5 or so to the cost of the 
customer on the insurance ? 

Mr. Srarxs. That’s right. 


ET 








AUTOMOBILE PRICE LABELING 109 


Senator Monronry. If the price is packed $500, does the 10 percent 
excise tax run to the genuine list price of the car, or does it run to 
the so-called selling price before the trade? 

Mr. Sparks. The genuine list price, the excise tax applies to. 

Senator Monroney. Is that billed to you at the time you buy the 
car? 

Mr. Sparks. That’s right. 

Senator Monronry. Therefore, you don’t pay on the genuine list 
price. But when we add Federal 10 percent excise tax on the car, say 
$300, and you maybe add another $500 for the accessories which also 
carry a 10 percent tax, you would get $3,500. You would be paying 
$350 excise tax to the Federal Government out of that, would you not? 

Mr. Sparks. That is correct. 

Senator Monroney. With that excise tax you pay a 2 percent sales 
tax on the price of the car plus the $350 excise tax, do you not 

Mr. Sparks. That’s right. Tax on tax. 

Senator Monroney. ‘Therefore, you wind up with the purchaser 
paying $7 tax on tax. 

Mr. Spearks. In addition to that, in many States, Senator, your 
State tag is based on the factory delivered price, or the price that 
the car is sold at, plus the excise tax, which puts another tax on it. 

Senator Monroney. I agree we should amend this bill and put in 
the excise tax, if there is one remaining at the time this bill is passed. 
There is a good deal of conversation that we might want to either 
reduce or suspend the 10 percent excise tax. Incidentally, this should 
be retroactive, because while this bill is pending, if there is a hope 
of reducing the tax by 10 percent, it would kill automobile sales 
throughout the Nation, would it not? 

Mr. Sparks. It already has. 

Senator Monroney. Thus, whoever will be in charge of the tax 
bill should make a public statement that if the tax is repealed or sus- 
pended it will be made retroactive to the time the bill is under con- 
sideration. This will keep people from avoiding car buying when 
we need this spurt of production to pick up employment. 

Mr. Sparks. That is correct. 

Senator Monroney. Would that agree with your thinking, Mr. 
Chick Norton ¢ 

Mr. Cuick Norton. Yes; I think so. 

Senator Monroney. Ten percent is quite a difference in the price 
of acar. Would a Buick today be in the neighborhood of $3,500, in 
Tulsa ? 

Mr. Cutcx Norton. Yes, sir. And you can hardly buy one. I 
can’t buy them any cheaper than that. Just a few of them I can. 
Most of them I pay more money than that for them. 

Senator Monroney. A $350 potential reduction means people would 
rather wait and we would have a deferral of the sale. If there is 
a possibility of a suspension of the 10 percent excise tax, or a recovery 
method, then some statement should be made by the leaders of Con- 
gress that they will endeavor to make it retroactive to about the 
present time. 

Mr. Cuicx Norron. That would make quite a reduction in the 
monthly payments, when you put in $350 and interest on that. 
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Senator Monroney. Plus insurance on the $350, and the sales tax 
on the $350, and a license tax on the $350. That will make quite a 
difference. 

Mr. Cuick Norton. That’s right. 

Senator Monroney. I certainly think that is true. 

You men have come a long way. I would like to point out that the 
liquidation or bankruptcy of some 600 franchised dealers in Oklahoma, 
as you pointed out, will leave a vast number of orphaned cars in those 
communities, is that correct ? 

Mr. H. Meap Norton. That is correct. 

Senator Monronrey. What happens then? 

Mr. H. Meap Norton. I will tell you what happens then, Senator. 
If you live in Claremore, Oklahoma, or Byron—I have heard you 
use Byron two or three times—a nice community. 

Senator Monroney. A good Democratic community. 

Mr. H. Meap Norton. If you lived in Byron and had one of these 
automobiles with all the Turboglides, Powerglides, Dynaflows, and 
everything else on it, and the dealer you bought it from went broke 
and the car broke down and you didn’t have any parts for it, and 
that happened 2 or 3 times, you would give it away, wouldn’t you? 
That is what happens to an orphan car. The minute a dealer goes 
out of one of these towns 

Senator Monroney. And 600 have left. 

Mr. H. Meap Norton. Yes, sir. That is according to the records, 
according to the Oklahoma tax records, I understand, of the people 
who took out licenses in 1954. When the dealer goes out all of the 
people who own the make of a car that he represents, and sold to 
them, then they are left without a source of repair parts or an econ- 
omy mechanic to repair it. 

In other words, nobody cares anything about that car. I will ask 
you again, how much would you give for a car that won’t run, Sena- 
tor? So what do they do? It is fantastic. You go to trade one of 
them in. Studebaker went out in Miami, Okla. My son operates a 
dealership there. A Studebaker is a pretty good car, but you can’t 
get anything for them. People say they can’t get parts or repairs for 
them. I will say to you, Senator, that 80 percent of the dealers in 
this Nation sell less than 150 cars. And most of them are domiciled 
in these small communities. And unless something is done to stop 
these big agencies that have got access to the metropolitan newspapers 
and television from going on with a constant program of advertising, 
confusing the people with come-ons, gimmicks, and whatnot, trading 
those people out of those communities, you will close up all of the 
dealerships in the small towns in this Nation. 

And I heard you say one time, Senator, that it wasn’t too important 
about what happened to people in Tulsa, Oklahoma City or Chicago, 
but it was very important what happened in Byron and in Hydro. If 
we keep the little dealers healthy, the big dealers will take care of 
themselves. 

For the record, I would like to give you here Dodge’s confidential 
bulletin, retroactive payment plan, dated November 1, 1957. That 
applies to the 1958 cars. You can judge for yourself whether that 
is discriminatory or not in the payment of bonuses. 
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Senator Monroney. In other words, on cars sold direct to dealers, 
you have $12 per car retroactive to the first car shipped. Is that 
when they go over their quota ? 

Mr. H. Meap Norron. No; that is just on that number. 

Senator Monroney. In other words, the more cars you sell, the more 
you receive in a retroactive payment ? 

Mr. H. Meap Norton. You can see what a big dealer can do to a 
little dealer. After he passes 200 cars, then he gets a retroactive 
payment of $20 a car. 

Senator Monronery. But I suppose that is legal under the interpre- 
tation of the Antitrust Division. You can help the bigger ones, but 
to protect the little ones, that is a violation of the antitrust laws; is 
that correct ? 

Mr. H. Mean Norron. It seems to be absolutely against every law 
on earth to do anything for the small dealer. 

Senator Monronery. What the Oklahoma dealers have proposed is 
that an additional discount be made for the dealer that places sales 
within his own area of responsibility and servicing of the car; is that 
correct ? 

Mr. H. Meap Norton. We believe that it will be strictly in the pub- 
lic interest if we can revert back to where we can hire and train sales- 
men to go out and develop these sales and actively sell these cars. 
We know that the automobile business has been the one factor that is 
responsible for the growth of this Nation. 

People living 15 and 20 miles from their source of work now have 
no other way to get there except by car. The automobile dealer has 
made it possible for the smallest income worker, the smallest man, to 
own some kind of motor vehicle, but on trades on used cars they take 
the used car, they recondition them, take all the abuse and hate for 
selling them, but finally the man who is making a dollar a day can 
get one to get some place. So what they have done is to put a piece 
of individual transportation into everybody’s hands in this nation. 

That is what has caused your national economy to expand. I will 
say to you now, and I have said it before, I said in 1955 car sales will 
be less in 1956. In 1956 I said they will be less in 1957. In 1957, I said 
they will be less in 1958, and Senator, I am telling you, unless the 
trend is stopped, there will be less cars sold next year than there are 
this year. 

The reason is because your price escalates all the time. Every time 
they put these gimmicks and gadgets on, they are pricing that many 
more people out of the market and people can’t buy them. Five or six 
years ago a man could buy a Buick car and the payments would be 
$65 or $70 a month. Now they are $100 to $115 a month. And the 
same thing is true with Chevrolet cars. 

Senator Monroney. This matter is of vital importance to the 
automobile industry, and particularly to the small dealers. It is very 
helpful because our jurisdiction is broad enough to include things 
other than that in this bill. 

I am very happy that you came up here to help brief us on the 
facts that there are plans in existence today that do provide for spe- 
cial discounts and special payments for sales. 

Your plan which is not a part of this bill, is that a bonus should be 
given to the dealer who cultivates the salesmanship and development of 
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the car sales of that particular make in the area he is franchised to 
serve. 

Mr. H. Meap Norron. I don’t like to call it a bonus. I like to call 
it a sales development cost. A man who develops a sale—and it is 
not hard to spend a hundred dollars to develop an automobile sale— 
he is entitled to get the cost of development back. The man that 
lives out of his territory and does not develop the sale, he has no 
development cost. It is perfectly fair. 

So all that we ask for in Oklahoma on the Oklahoma plan, if that is 
what you choose to call it, is for the dealer who develops a sale—we 
don’t want any drones in the business and we don’t want to pay any- 
thing for any thing they don’t do—if the dealer develops a sale then 
we suggested in our plan last year that they get a 5 percent overriding 
bonus on those people in their area that they are supposed to develop, 
and 5 percent is the historical thing we pay the salesmen. We just 
want enough to pay the salesmen. 

Senator Monroney. That would not mean a higher price to the 
customer. It would really mean that the grease would be put on the 
squeaking wheel where you need to develop the sales contact and sell 
the automobile. Instead of the ballyhoo of fictitious advertising that 
this bill seeks to prevent, you would be able to go back to the tradi- 
tional salesmanship of finding people who need transportation and 
selling them an automobile eid on its performance, instead of on its 
new “gimmicked up” look. 

Mr. H. Meap Norron. There is no question about it. That is the 
way the business was made great. There is—nobody ever thought, 
never even believed, that an automobile dealer would have little enough 
sense to make an investment in a territory unless we had at that time 
a protected territory. But then you had some responsibility. You 
assumed that responsibility. And if you didn’t do it, then of course 
you had noargument. 

In fact, you could come along and put in another dealership. I have 
operated for 40 years on a 30-day contract, up until Mr. Curtice, I 
think, gave us a 5-year contract, of which we are all very appreciative, 
2or3 yearsago. But not one time did anyone ever threaten to cancel 
my contract. 

Of course we talked about it, and sometimes we didn’t do a good 
job, but we always try to do better. But we had something to protect. 

I want to draw you a parallel here and show you what we are operat- 
ing. The dealer is operating just like, Senator, if you would go down 
to the North Canadian River bottom and buy a strip of land down 
there that is not cleared. You would clear the brush off it, dig out the 
stumps, drain it, level it, seed it in alfalfa—and you don’t have to 
fertilize that land down there, you know. And you would put a good 
four-bashed wire fence around it with a bulldog post. And your 
alfalfa would come up. 

Then just about the time that you got ready to cut that alfalfa 
somebody came in there and cut the fence and would go in there and 
mow the crop. That is exactly it. An automobile dealer builds a 
building, hires a mechanic, puts in a stock of parts, goes out and all of 
the cars in the community he says that they get good service, he talks 
to the people, he advertises, he telephones them, he solicits them, and 
then just the minute that the crop gets ready then here comes along 
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some guy that hasn’t done a thing on earth and comes in there, and 
I think you will agree that the man who didn’t put in that land can 
certainly handle that alfalfa a lot cheaper than you can. 

That is all we are here for. 

Senator Monroney. On top of that, if the man who gets the alfalfa 
adds a pack price of $10 a bale and then cuts that price off when he 
sells it, this makes it difficult to sell the other alfalfa. 

In other words, the gypping that goes on in the pack price makes it 
almost impossible for a small dealer to develop his own territory or to 
stay in business and keep an honest reputation in his community. 

Let me ask you one question on this bill which I think is quite impor- 
tant. We have had some information that the factories have even sug- 
gested uniform pack prices in certain communities. I wonder if you 
gentlemen have any information for the committee in reference to this? 

Mr. Coss. I am Harvey Cobb, from Ponca City. 

I have always felt this packing price was a vicious thing and stayed 
away from it as long as I could. My factory representatives, because 
of lack of sales back in 1 954, came in and suggested that that might be 
the answer to get more s sales, to add a pack where we could offer more 
for the used car. 

Senator Monroney. In other words, you have to meet the lowest 
common denominator of ethics in the automobile business to sell cars. 
Even the factory had to get into this business of not making public 
its list price. 

Mr. Coss. That is right. 

Senator Monroney. Is it possible today, the way the automobile 
business has been going to quote to any customer who walked in, the 
list price of the car when he says, “I like that car, what is the list 

rice?” 

Mr. Cops. Senator, when dealers started packing their prices, that 
was before the manufacturers gave these 2 big increases we had in 
1957 and 1958. I think the customer was looking more at what he was 
offered for the used car. Now the prices got up so high that 4 out of 5 
people come into your showroom floor during the course of your pre- 
sentation of your auotomobile, will come back and tell you, “You auto- 
mobile dealers have priced yourselves out of the market.” 

We feel that the manufacturers are the ones responsible, with their 
big increases, responsible for these high prices and more or less got us 
priced out of the market. People just can’t afford to buy it. 

Senator Monroney. People are frightened with the price of the 
ear. If the cars have a $300 or $500 pack, the buyer almost has to have 
smelling salts in the salesrooms. 

Mr. Coss. Yes, sir. And figures will show that since 1947 the auto- 
mobile has increased a greater percentage, somewhere around 48 to 50 
percent, than any other commodity sold today. 

Senator Monroney. Would you gentlemen say that you had to 
absorb practically both of these price increases ? 

Mr. Sparks. Yes, sir. 

Mr. Coss. Yes, sir. 

Senator Monroney. In other words, the market was not ready to 
absorb the increase the factor y put on, so it has come out of your profits. 

Mr. Crick Norton. Senator, I would like to go back to your bill 
on accessories. I think it should be set out in the bill, and break down 
the entire equipment on the car. 
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In our particular instance, in the line of cars we handle, we have 
options on accessories from A through Z. It is almost impossible to 
price a man a car and be honest about it unless you get an adding 
machine and figure up all this stuff. Then they go back to the “A” 
again and they start with A-1, A-2, A-3. 

In other words, just to be honest about it, in our particular case 
we have our radio, to give you an example of what they term as “D.” 
In other words, our Dynaflow is “A”; “B” is the heater; and “D” is 
the radio. We have eight options on radios. In other words, it is 
either D-1, D-2, D-8, D-4, D-5, D-6, D-7, or D-8, with 8 different 
prices. So, in other words, you could put a certain type radio on here 
and it will be a different price. 

Breaking all accessories down—and they have them on there, too— 
they have most everything you want up to little lights and what not. 

Senator Monroney. Do you get pressures from the manufacturers 
to hang on every type of accessory that can be hung on to the car? 

Mr. Cuick Norton. No, sir. 

Senator Monroney. You order them as you want. 

Mr. Cuicx Norton. That is correct. 

Senator Monronery. The bill would provide that the price of what- 
ever equipment the car has is shown separately and clearly. Thus, 
you would have the price of the car, the total price of the accessories 
and individual prices of the accessories. 

Mr. Coss. Under the provisions of the bill, suppose we receive the 
car in and it is necessary to take off a piece of accessory. Is there 
any provision in the bill where that could be marked off of your tag 
that you will put on the windshield ? 

Senator Monroney. That is a very good suggestion. We are still 
in the formative stage of planning. Many suggestions have been 
made for improving the bill, and certainly there should be a mech- 
anism by which you can clearly show with the correct tag that acces- 
sory A, being Dynaflow, or D, being a radio, has been changed. 

Mr. Buspy. I think under the provisions of the bill that if the ac- 
cessory weren’t on the car it would be merely a matter of explaining 
to the customer that it had been taken off. 

Senator Monronery. This bill is not a price-fixing or fair-trade- 
price bill. It is simply to put in clear, concise, and understandable 
form what the car costs and what accessories it has? If you don’t 
deliver it with the heater, you can just run, I think, a line through 
and explain that there is no heater and that its cost has been taken 
out. 

We are trying to prevent the hoodwinking and confusion which 
has gone on and has kept millions of people out of the showrooms. 
There have been probably additional millions spent to frighten peo- 
ple out of the showrooms by the fantastic offers of mink coats, sable 
stoles, trips to Florida, $300 for your Christmas shopping, and all 
the other flimflam that has gone on in this oriental-bazaar type of 
market that has developed in America’s No. 1 industry. 

Mr. Coxer. I am Charles Coker, from Oklahoma City. 

Senator, I think, to go back to your bill, we have passed up one of 
the most important things that I see in the automobile industry today. 
We are passing up the deaths and suicides of the dealers going out. 
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We are at the point of our dealerships going out all the time, and from 
the standpoint of selling ukcnnabiies today, where we used to work 
10 to 12 salesmen, we don’t have even income enough to keep 3. 

With these dealerships dropping out over the State, whether they 
are large or small, they do have to have parts and service managements 
and mechanics and a salesman or two. That is taking unemployment 
down in great numbers, in addition to the pricing and | everything else. 

Senator Monroney. I certainly think that is a very important phase 
and we appreciate you mentioning it. 

Counsel advises that automobile dealers employ 10 percent of all the 
total retail employees in the United States. Therefore, if you have a 
high mortality, such as you have had in Oklahoma, of 600 dealerships 
out of 1 400, that is nearly half. Your unemployment would average 
more than half because existing dealers have cut down their present 
employment. 

Mr. Coxer. Six hundred would be at least 10 per dealer. 

Senator Monroney. Mr. Newport ? 

Mr. Newport. I have one more thing. In the town of Pawhuska, 
Okla., a town of Osage Indians, of 8,000 or 10,000, after the war there 
were 3 Chrysler line dealers. Today there is no Chrysler dealer 
in there. 

Senator Monroney. It used to be the richest automobile town in the 
world. 

Mr. H. Meap Norron. Senator, before we leave this subject I would 
like to point out that if this law is to work—should it become law— 
you are going to have to be sure to invoke some penalty that will be 
enforced. The trouble we ran into during OPA was the fact that a 
lot of dealers didn’t have the courage to either violate the law or they 
were too decent to violate it, but they were victimized by the courageous 
dealers or dealer who desired to go out and violate the OPA. In 
very, very few cases would OPA go to the bar of justice. The same 
thing happened with regulation W. Regulation W was an excellent 
act. 

Senator Monroney. Was that the credit regulation requiring cer- 
tain downpayments and length of payment ? 

Mr. H. Mrap Norton. Yes, sir. But the fact is that it was not en- 
forced and didn’t apply to all people. Obviously it put the dealers 
who did want to adhere to that, it put them at the mercy of the other 
people. I think, in consideration of this bill, that you are going to 
have to work out a penalty and see that it is enforced. 

Senator Monroney. I will ask Mr. Busby, our general counsel for 
the subcommittee, to read the language. If you have e any suggestions 
on making the wording more explicit, please state them, either now or 
when you go back home. 

Mr. Buspy. “Any person who willfully removes, alters, or renders 
illegal any label affixed to a new automobile pursuant to section 3, or 
any indorsement thereon, prior to the time that such automobile is ‘de- 
livered to the actual ¢ ustody and possession of the ultimate purchaser 
of such new automobile, shall be fined not more than $1,000, or 
imprisoned not more than one year, or both. Such removel, altera 
tion, or rendering illegible with respect to each automobile shall 
constitute a separ: ite offense.” 

Senator Monronry. That is quite an inclusive wording. 
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Mr. H. Mean Norron. It is all right if you can enforce it. 

Senator Monroney. It will be enforced by the Department of Jus- 
tice if the bill passes as a Federal law. It won’t be hard to enforce. 

In other words, it is self-enforcing if your customers are advised 
that the tag should be on the windshield at the time they buy or it is 
not a new car. 

One thing you haven’t mentioned, which I think is a good feature 
of this bill is the requirement showing the name of the dealer to 
whom the car is originally shipped, plus the method of transporta- 
tion by which it reached the dealer. I would like your reaction to this 
measure. 

We are looking forward again to the time when the automobile 
business will be so good that the threat of bootlegging might again 
appear in the picture. Customers are being sold used cars that may 
have been driven from Pennsylvania to Los Angeles on the drive- 
one/tow-one method, but with the vehicle being sold as a new car in 
Los Angeles. This bill, we think, would cause ‘the customer to notice 
if the dealer purchasing the car was a Pennsylvania firm, and if the 
car was shipped by convoy from Detroit to Pennsylvania. Thus, the 
dealer would have a difficult time explaining how the car reached 
California from Pennsylvania, Obviously, the customer would draw 
his conclusion that the car was driven there. If it had been a tow car 
on a line of two to California, it is not a new car, having that much 
mileage, even with the speedometer disconnected. 

Mr. Tanr. I am Roy Tant, secretary of the Oklahoma Automobile 
Dealers Association. 

Did you say there would be a provision on this bill to show subse- 
quent transfers from one new car dealer to another? 

Senator Monroney. The bill does not provide for subsequent 
transfers. 

Mr. Tant. Many times our dealers do transfer cars from one to the 
other simply because of all these auctions and what-not. 

Senator Monroney. It is a courtesy extended. We feel that that 
goes on, Mr. Tant, largely in the areas where the dealers know each 
other and where the customers know the proximity of the car. I 
would not object at all to have a Tulsa car if I ordered a Buick 
in Oklahoma City and one was shipped to Chick Norton in Tulsa. 
But if the car came from Bangor, Maine, I would begin to ask ques- 
tions as to how it came to Oklahoma City—espec ially if I was buying 
it off of a gravel lot down the street. 

I think S. 3500 is trying to restore confidence to the buyer, which 
a $3,000 or $4,000 purchase entitles him to have, by assuring him he 
knows the factory value of the car—at least the point where ‘he starts 
trading for his old car. 

Mr. Bussy. Senator, I might add there was another point brought 
up along those lines. If a person is going to take the time to order 
a car, it will come through the dealer from whom he ordered. If 
he is in a hurry, he won’t mind if the dealer has gone to another 
dealer to get it for him. I wish we could get into the record an 
expression on this point from these dealers as to how they feel about 
the “accommodation transfer” and the effect of this bill on it. 

In other words, on balance, would you leave this provision the way 
it is or do you have some other idea about it? 
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Mr. Newport. I think it is all right to leave it like it is, Mr. Busby, 
and I don’t think, as the Senator said awhile ago, that the transfer 
of a car in your immediate area, or even within the State, would 
bother it. 

Senator Monroney. The customer will police the transfer if it 
comes from too great a distance. He will want to know the whys 
and wherefores. 

Mr. Cuick Norton. I accommodate quite a few dealers that are 
not much smaller but a little bit smaller than I am. Maybe they 
want a certain color car or what not. In about 75 percent or 90 per- 
cent of the cases they bring their customer into town, and he drives 
it back. So he knows where the car comes from. So I don’t think 
that the transfer means very much. 

Senator Monroney. I would hate to see us weaken the bill to the 
point where accommodation transfers are exempted. If this were 
done we might be opening the bill so wide that the good that we 
think it will accomplish would be negated by allowing refacement or 
a change of the price disclosure that the bill requires. 

We have another witness. I wonder if there is anything else that 
any of you gentlemen would care to add. 

Mr. H. Mrap Norton. I would like to make a possible correction of 
the record. I just ran a little mathematical computation on that 
tooling cost of Buick. It sounds so fantastic, that may have been 
the General Motors Co. for that. 

Senator Monronry. So, would you divide the total output of 
General eee 

Mr. H. Mean Norton. That figures out something to around $1,100 
or $1,200 a car, so it must be the tooling cost of the General Motors 
Corp. that year. 

Senator Monroney. I appreciate that. I think it is an idea to have 
the staff to establish those tooling costs. We can divide the tooling 
costs for a current year by the number of cars sold and find out the 
cost of change of chromium and tin. 

Mr. H. Mrap Norron. We will be glad to furnish that to you 
through the factory. They tell the dealers every year what it is. 

Mr. Bryant. Senator, we have 7 dealers here, 3 metropolitan and 
4 other small dealers. In my town we have 10 dealers. I called them 
all before I left to come up here. With the exception of 2 dealers, 
the average life of the automobile dealer in Stillwater is over 17 years, 
which is above normal. So we are pretty well stable. 

And I asked them what they thought about the bill. And I can 
quote from two—Ford and Chevrolet. Both said if we can get a 
uniform price, we can take care of our own community because we 
can outsell them. 

Senator Monronry. Let me be sure we are talking about the same 
thing. When the factory talks about uniform price they talk about 
a uniform delivered price, to which this bill doesn’t apply. Do you 
mean a list factory dise losure of the factory list price ? 

Mr. Bryant. Of the factory list price, published, where we can 
get away from the $1,000 or $800 discount. He said nobody will out- 
sell us because we can sell our cars just as well as anybody else. 
Hence, it is a point of salesmanship. 

Senator Monroney. Do you feel this is an invasion of private busi- 
ness—to require some degree of honesty or to prevent the use of 
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advertisements to defraud? The right of the Government in this 
field is clearly established. We prevent the use of the mails to de- 
fraud. We bev the SEC to prevent selling “blue sky” stock to 
investors. It is a duty that the Government owes to protect the 
people. It can in no way be considered as price fixing or in any way 
restricting the dealers or factories in whatever pricing they determine. 
But, it does try to provide for an honest disclosure of the most essen- 
tial fact about an automobile. 

I have said often you can find out everything about the car—its 
cubic inch displacement of the cylinders, type of carburetor, type of 
automatic gear shift, the “seat lifts with a memory” and all—but, 
you can’t find out the one important thing, and that is what the darn 
thing costs. 

Is there anything else? 

You have been very helpful. 

May I say that much of what I have learned about the automobile 
business came from many of the dealers that are here. Supplying us 
with information has helped this committee throughout its 3 years 
of history in attempting to correct ills and abuses in the automobile 
industry. 

Mr. H. Meap Norton. We want to thank you. 

Senator Monroney. Mr. Busby has one question for the record. 

Mr. Buspsy. In your statement, Mr. Norton, do you say that you 
wenn be for inclusion of the excise tax as a separate item on the 
label 

Mr. H. Meap Norton. Absolutely. Historically here is the way the 
automobile price is built up. It is a factory list price. The factory 
list price, not the factory delivered price, that is what you get your 
discount off of. The Federal excise tax, then whatever the assessment 
is that you get on the car on optional equipment, and the excise tax 
upon those. Then down at the bottom whatever the normal dealer 
handling and delivery charge is, for unloading the car, washing, pol- 
ishing, and greasing and so on. Those things added together make 
up what is historically known as the suggested list price. 

Mr. Bussy. Do you asa dealer, obtain that information now ? 

Mr. H. Meap Norron. Yes, sir. 

Mr. Bussy. And the tax is set out separately ? 

Mr. H. Mrap Norton. They don’t call it tax. They call it KOH— 
extra on handling. 

Mr. Bussy. What else does that include? 

Mr. H. Meap Norton. I don’t know, and I don’t think anybody else 
does, I mean any dealer. No oneever told me. It isextra on handling. 
And I have been informed that the reason that it is called that is be- 
cause it is not absolutely accurate to the penny of the amount of tax 
upon that individual vehicle. It isa kind of pro rata tax, so maybe one 
of them is a little taxed over and one just a little bit under. It is just 
as fair as possible to the factory. 

I think maybe when they pay the excise tax upon these cars, my 
judgment is that they pay it, and my information is that they probably 
pay it based upon a manufacturing cost. And then they take all their 
manufacturing costs and divide by the number of units and then their 
costs, and they get a mathematical equation. They get close, not to 
the penny, but they call it extra on handling. 
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Mr. Bussy. Our information the other day was that this was 10 
percent of the price to the dealer. 

Mr. Copp. No. 

Mr. Buspy. And that there isa sales tax, an excise salestax. In that 
event, would you still like to have it on? 

Mr. Coss. Yes, sir. 

Mr. Coker. Yes, sir. 

Senator Moroney. Thank you very much for taking the trouble to 
come up here and to give us the benefit of your many years of experi- 
ence, gentlemen. 

Mr. H. Meap Norton. On behalf of the dealers of Oklahoma we feel 
that you are our principal champion in Washington, and we very much 
appreciate it. 

enator Monroney. We appreciate that very much and also your 
help by coming. 

( Discussion off the record.) 

C BULLETIN 
No. L5 


Date: November 1, 1957. 
DODGE 


CONFIDENTIAL BULLETIN—RETROACTIVE PAYMENT PLAN 


To All Dodge Direct Dealers and Dealers: 


As you know the retroactive payment plan covering 1957 model Dodge car 
deliveries was terminated with final shipments of cars of that model. 

This is to announce the Dodge retroactive payment plan which will begin with 
the initial shipments and end with the final shipments of 1958 model Dodge cars. 

The plan applies to 1958 model Dodge cars ordered and received by a direct 
dealer which we invoice to the direct dealer during the 1958 model year. We will 
pay direct dealers a retroactive payment on applicable sales to direct dealers of 
1958 model Dodge cars covered by the plan in accordance with the following 
schedule: 





! 
Units sold to direct dealer Payment Total payment 
| 


1 through 199 ka $12 per car retroactive to Ist $12 per car retroactive to Ist 
car shipped. | car shipped. 

200 or more diaetiiininhiql Gave ai Additional $8 per car retroactive | $20 per car retroactive to Ist 
to Ist car shipped. | ear shipped. 


All retroactive payments will be accrued and paid to direct dealers after the 
end of 1958 model production. Direct dealers in turn will pay to their dealers the 
accrued allowance for cars delivered to them. 

We reserve the right in our sole discretion to disallow the retroactive pay- 
ment on any sale which, in our opinion, does not qualify therefor. 

All prices, allowances, and specifications are subject to change without notice. 

CHRYSLER Motors Corp. 


Senator Monroney. The Subcommittee on Automobile Marketing 
will resume its sitting. 

We have as our next witness the vice president of Chrysler Corp. 
in charge of dealer relations, Mr. C. L. Jacobson. 

Mr. Jacobson, we are honored to have you before this Omron 
We appreciate your taking the time from your very busy days 
appear before us and help us out in trying to reestablish ac 
in this Nation, perhaps through restoring ¢ onfidence of the automobile 
buyers and thus giving full employment to America’s No. 1 industry. 

I would like to insert at this time, before Mr. Jacobson testifies, 
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his biography. Mr. Jacobson has been in the automobile business 
since 1914 and has been with Chrysler since 1925. 
I will put the balance of the biography in the record at this point. 
(The biography of Mr. Jacobson is as follows:) 
Member of board of directors—Chrysler. C. L. Jacobson, vice president, dealer 
relations, Chrysler Corp. 


Mr. Jacobson entered the automobile business in 1914 and joined Chrysler 
Corp. in 1925. 

After 3 years as a district and regional manager and 5 years in charge of the 
corporation’s retail branches, he became vice president of Plymouth, DeSoto, 
= Chrysler with responsibility for sales in the western part of the United 

tates. 

In 1936 he became general manager of the Chrysler division and in 1938 
vice president of that division in charge of sales. 

For 4 years during World War II, he directed a major war manufacturing 
job, then for 2 years was in charge of all subsidiary operations of the corpora- 
tion before being appointed president of Chrysler Motor Parts Corp. (MoPar) 
in 1949. 


He became vice president in charge of sales of Chrysler Corp. in 1954 and in 
1956 vice president, dealer relations. He is also a member of the operations 
committee of the corporation and a director of the Automobile Manufacturers 
Association. 

Senator Monronry. You may proceed in your own way, Mr. 
Jacobson. 


STATEMENT OF CHARLES L. JACOBSON, VICE PRESIDENT, DEALER 
RELATIONS, CHRYSLER CORP., ACCOMPANIED BY J. PAUL SMITH, 
RESIDENT ATTORNEY, CHRYSLER CORP., DETROIT, MICH. 


Mr. Jacosson. Thank you, Senator. 

I have Mr. Paul Smith here with me from our legal counsel in 
Detroit who may be helpful in answering some of your questions. 

Senator Monroney. Al] right. 

Mr. Jacosson. Mr. Chairman and gentlemen of the committee, we 
of Chrysler Corp. appreciate your invitation to be present today and 
we will be pleased if in any way we can assist you in your deliberations. 
We always have recognized that a strong and prosperous body of 
dealers is one of the essential elements in keeping a strong and pros- 
— automobile industry, which is so important to the economic 
r1ealth of our country. We therefore have a deep interest in any move 
to preserve and strengthen the authorized dealership. 

We have studied the proposed Senate bill 3500, and we also have 
analyzed with care a number of suggestions for changes in the bill 
that we understand have been made, or will be made, in the course of 
these hearings. We find ourselves neither opposed to the bill nor in 
support of it. 

In general, our feeling is that legislation in this area is not neces- 
sary. We also feel it would be a wise thing—if a way could be found— 
first, to acquire some actual experience with the labeling procedure 
through voluntary application in a test area before taking legisla- 
tive action. However, if the great majority of the authorized new-car 
dealers of the country feel that such a law would provide the best 
means of accomplishing the objectives they seek, then we have no 
objection to it. 

Our comments, therefore, will be brief and will be directed toward 
trying to assist your committee in perfecting the bill and making it 
more workable. 
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Since the main purpose of this proposal is to require “the full and 
fair disclosure” to the American consumer of information concerning 
the manufacture and price of vehicles and the accessories, we assume 
that it is not intended to apply to automobiles, trucks, and other auto- 
motive products manufactured in the United States for sale abroad. 

Senator Monroney. It does not, in our estimation, apply to export 
trade. 

This is merely designed to help disclosure for the benefit, may I say, 
not of the automobile dealers, but of the general public. It is this 
group that finally has to pay the cost of the pack and the fictitious 
and phony things that have lowered the automobile industry to almost 
a jungle of crazy claims and exaggerations. 

Mr. Jacopson. Well, if that is the case, these things being so, and 
since labels on foreign shipments would not protect any real interest 
of the American people, we suggest amendment of section 2 (h) so 
that it specifically exempts from this act those vehicles and acces- 
sories produced in the United States and sold abroad. 

Senator Monroney. You would not want to exempt from this bill 
the cars manufactured abroad where there is a manufacturer’s list 
price, would you ? 

Mr. Jaconson. That’s right. 

Senator Monroney. It is designed for the information of the Ameri- 
can public, and any car, no matter where it is made. We hope it will 
apply to those products. 

Mr. Jaconson. Section 3 of the bill, as introduced, would require 
manufacturers and exporters to fix on the windshield of each car a 
label containing information about where the vehicle was assembled 
and how it was delivered to the dealer, plus the suggested retail prices 
of the vehicle and accessories and appliances physically attached to 
the vehicle at the factory. We can supply the labels, of course, 
and we can itemize all the things required of us by the act. We do not 
welcome this additional work because it will add to our cost of doing 
business and will become one more pressure toward increasing the 
consumer price of our products. Yet, as I have indicated, we are 
raising no objection to this section as it was introduced. 

We understand, however, that suggestions have been made, or may 
be made, to make some rather important changes in paragraph (e) of 
this section. One of these proposals, as we understand it, would 
require the manufacturer to itemize separately the amount of the 
Federal excise tax and the amount charged to the dealer for delivery 
and handling. We believe this proposal requires the most serious 
examination. 

Again let me say that we can itemize these additional things on 
the label. All it involves, for us, is some additional work and some 
additional expenses. But we feel strongly that a requirement to 
set the excise tax apart as a separate item on the label would greatly 
increase the difficulties faced by the dealers. We are sure no one 
supporting this measure wants to create such new problems. 

Under long-established practice, all automobile manufacturers make 
a lump sum charge to dealers covering delivery and handling charges 
and the Federal excise tax. This is done primarily for the purpose 
of simplifying accounting and billing procedures. The dealer knows 
what he pays the manufacturer for a vehicle, and he also knows the 
rate of the excise tax—-so it is a very simple matter for him to compute 
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the excise tax and determine exactly what he has been charged for 
delivery and handling. 

The automobile companies, therefore, have felt it would serve no 
useful business purpose to itemize these charges. We do not believe 
separating the excise tax from delivery and handling charges on the 
label would serve a useful purpose, either for the dealer or the dealer’s 
customer. 

A retail business can exist only if the seller can add to the cost of the 
merchandise he buys a markup sufficient to recover the costs of oper- 
ating his own business and to give him a reasonable profit. If the 
retailer is required to reveal to his customer the precise amount he 
paid for the merchandise in the first place, he will find himself in an 
impossible position. It will be extremely difficult, if not impossible, 
for him to convince his customer that his markup is fair and reasonable. 

This proposal to set the excise tax apart from delivery and han- 
dling charges on the label puts the dealer in just such an unfortunate 
position. It would be quite easy for any customer to calculate— 
without even getting out his pencil—precisely what the dealer paid 
for the vehicle as delivered to him and the amount of markup 
intended in the suggested retail price. All the customer would have 
to do would be to multiply the excise tax figure on the label by 10—or 
whatever the rate may be—and he would know what the dealer actually 
paid the manufacturer for the car. 

We believe this is an unwarranted invasion of the privacy of 
contract between manufacturer and the dealer. If an amendment such 
as this is written into the act it well could lead to many of the very 
abuses including “bootlegging” of new cars, that this bill is intended 
to correct. It could make it much more difficult for dealers to earn a 
reasonable profit. 

Our recommendation, therefore, is that your committee allow the 
original language of section 3 (e)—so far as items to be listed on the 
label is concerned—to stand. These provisions, as originally intro- 
duced, give the ultimate consumer the essential information intended, 
yet retain for the dealer some of the flexibility that is essential to the 
profitable operation of his business. 

Section 4, as introduced, establishes penalties for manufacturers, 
dealers, and other who willfully fail to comply with the various 

rovisions of the bill. We have heard that suggestions might be made 
nere to eliminate the word “willful” from those paragraphs defining 
the various violations. If this should be the case, we strongly urge 
your committee to reject any such amendments and retain the original 
language of this section. 

In a situation of this kind, in which such large numbers of vehicles 
are involved, it seems to us that it would be entirely too harsh to 
penalize a manufacturer or a dealer for an accident that might occur 
along the way. The reasonable test, it seems to us, ought to be 
whether the manufacturer, dealer, or any other person willfully fails 
to comply. The intent should be to penalize only those who de- 
liberately seek to evade or violate the law. 

The final section of the bill, as introduced, would make the act ef- 
fective on the first day of the sixth month after the date of enactment. 
We suggest that this section be amended to make the act effective on 
Ocober 1. This would make it possible, generally, for manufacturers 
to put the new labels on cars beginning with a new model year. This, 
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we feel, would be the most reasonable and convenient time to intro- 
duce the new procedures. 

Senator Monroney. That would be a time when the dealers stocks 
of old cars could reasonably be expected to go down and it would be 
almost self-identifying as being exempt from the act because of the 
model change, is that not correct rf 

Mr. Jacozson. That is right. 

Senator Monroney. Would the October 1 date catch most of the 
model changes ? 

Mr. Jacozson. That is right, practically all the manufacturers. 
The transition at that period would be the easiest. 

Senator Monroney. We have had testimony from the dealers on 
the same point, supporting October 1 as an ideal date. Do you think 
the factor y could be ready by that date to carry out the provisions of 
the act, even though the bill did not pass until the adjournment of 
Congress, say as late as mid-July ? 

Mr. Jacosson. That is right. 

Senator Monroney. Thank you. 

Mr. Jacosson. It is a lot easier to do that than it is to extend it 6 
months after a late enactment. 

Senator Monroney. Yes. 

Mr. Jacosson. To this point, I have been directing my remarks to 
those features that were part of the bill as it or iginally was introduced. 
It seems to us, however, that consideration should be given to certain 
aspects not now covered by the bill. I should like to discuss these 
briefly. 

a you know, dealers often exchange models among themselves in 
order to effect immediate deliv ery of the color and equipment combi- 
nation desired by their customers. This kind of cooperation be- 
tween authorized dealers handling the same line has an important 
bearing on the cost of operating their business. It avoids accumula- 
tion of overlarge inventories and in some cases also avoids delays re- 
sulting from ordering from the factory, cars with the appropriate 
combinations. Such delays in many instances result in loss of sales. 
We question whether under this bill dealers will be able to continue 
this kind of exchange. If they do exchange cars with labels at- 
tached, we wonder whether prospective e customers will be willing to 
accept a car bearing a label showing that it originally was shipped to 
another d@ler. 

As we understand it, the main purpose of this bill is to inform the 
ultimate customer of the suggested retail price of the vehicle and of 
the various extra-cost accessories that are added at the factory. If 
this is so, we then wonder whether the customer is being given any 
essential additional information by printing on the labe] the name of 
the dealer to whom the automobile is shipped. If this line was elim- 
inated from the label, the problem of exchange between dealers would 
not arise. If, on the other hand, it is felt that listing the name of 
the dealer is important, the exchange problem might be dealt with 
by providing an additional space on the label in which transfers 
from one authorized dealer to another might be listed. 

Still another problem that in our opinion has not been dealt with 
adequately in the bill as it now stands bears on the sale of “new- 
used” cars. It seems to us that a seller could get around the labeling 
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law, as now proposed, in the same way that some sellers now get 
around State laws and regulations forbidding sale of “bootleg” cars 
as new cars by persons other than authorized new-car dealers. Under 
this proposal, as it now stands, a seller could register the car in the 
name of an individual, remove the label, and sell the car as a “new- 
used” car. If the label remained on the car when the first buyer 
took it, he could resell and offer the product as a “sticker car,” thus 
giving the establishment reselling the car a status that this bill does 
not intend. 

Perhaps a way to avoid situations such as these would be to require 
the authorized dealer to remove the label when delivering the auto- 
mobile into the actual custody and possession of the ultimate pur- 
chaser. In other words, the act would require—as now proposed— 
that the label remain on the vehicle until it actually is delivered to 
the utimate purchaser 

Senator Monroney. Would it be possible also to remove it at the 
time of the licensing of the car? Therefore, you could avoid the 
phony transfer to 2 or 3 intermediates and you would have a definite 
date in which you could establish the time that the title passed from 
the dealer to the car when it was registered. 

Mr. Jacosson. That is right. Usually when the car is sold to the 
ultimate purchaser the license is taken out at that time. 

Mr. Smrru. You might have 48 different problems there, Senator, 
if you wrote that into the bill because every State is a little bit 
different. 

Senator Monronrey. Some cars are not 

Mr. Sarrn. Licensing procedures. 

Senator Monroney. Some cars are taxed ad valorem. 

Mr. Smiru. I do not know what you would get into there. 

Mr. Jaconson (continuing). And penalties would be provided for 
alteration or premature removal of the label. However, an additional 
provision might be added—requiring removal at the time of delivery 
and establishing penalties for failure to do so. 

Such a provision as this might make a significant additional con- 
tribution toward achieving the basic objective of the bill. So far 
as the retail purchaser is concerned, the original purpose would have 
been achieved when he and the dealer completed their transaction. 
If the label were then removed, this would help preserve the status of 
the authorized dealer in new automobiles and make so-called boot- 
legging practices more difficult. 

In conclusion, I should like to reiterate what I said in the begin- 
ning: That while as a general proposition, we at the Chrysler Corp. 
do not believe legislation in this area is necessary, we do not object 
to it if the great majority of the dealers believe it is necessary and 
desirable. 

We urge your committee to examine with great care any sugges- 
tions to amend section 3 (a) by requiring separation of the excise 
tax from delivery and handling charges. We feel that the original 
language of this section accomplishes the objectives of the act without 
risking adverse effects on the dealer’s business. 

We also strongly urge upon your committee an amendment spe- 
cifically exempting from the act automobiles built in the United States 
for resale abroad. 
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As I said in the beginning, Chrysler Corp.’s main concern in this 
matter is preserving a vigorous and prosperous dealer body that is 
so essential for the prosperity of the automobile industry and of the 
Nation. Our suggestions for changes in Senate bill 3500 have been 
offered in this spirit. 

Senator Monronry. Thank you very much, Mr. Jacobson. We do 
appreciate extremely the suggestions which you have made today. 
The purpose of these hearings is not only to establish whether such 
a bill is needed but also to refine the language so that we will have it 
in step with the needs of first, the automobile buyers; and second, the 
automobile dealers; with the manufacturers, perhaps sharing in what- 
re general goodwill comes. 

I would be less than frank if I didn’t say that your statement, which 
I think I interpreted correctly, is that you view with something less 
than enthusiasm the provisions of this bill. 

Mr. Jacosson. Well, most of the provisions of this bill are require- 
ments on the part of the dealers and we feel that they are the ones 
that should be sold on it. 

Senator Monronry. But the public, also, is to be considered as the 
No. 1 buyer of this product. 

Mr. Jaconson. That is right. 

Senator Monroney. The reaction to this bill, although it has come 
strong from the dealer bodies, has come far stronger from the public. 
The great number of editorials and the mail that we have received 
evidences that the public is quite disgusted with the oriental bazaar 
type of pricing. Millions of prospective buyers are being kept out of 
the automobile showrooms because they-are so confused. Visits to the 
showroom only tend to add to this confusion. 

My disappointment is compounded by the fact that there are several 
sections of your statement of 3 years ago on a similar suggestion. I 
would like to ask the counsel of the committee to read those state- 
ments from the record. 

Mr. Jacopson. They are similar because we went back to our re- 
marks that we made at that time. 

Senator Monroney. May I say it would be nice if we could go back 
to the condition of the automobile industr v 3 years ago, but we cannot 
and something 1 is going to have to occur if confidence is to be restored 
in America’s No. 1 industry. If we are to start moving this country 
away from recession back onto the highway of prosperity. I think 
the No. 1 industry, in its economic health, is probably one of the 
greatest sstsenan! in recovery legislation. We view this bill as having 
an ultimate recovery value oreater than $10 billion in public works. 
It goes back through every “single line of our industry—to the vast 
production of sheet ‘steel. to lead, to cotton, to all the manifold products 
that go into the automobile industry. 

I would like to ask Mr. Busby to read those paragraphs from your 
statement of 3 years ago, when the industry was enjoying a consider- 
able degree of health, which are almost identical now. 

Mr. Bu spy. This was March 10, 1956. Statement by Mr. Colbert, 
president of Chrysler Corp. at that time and now, accompanied by 
Mr. Jacobson, before this subcommittee : 


As an approach to the problem, I was very much interested in your proposal, 
Mr. Chairman, that windshield stickers be placed on every new car to show 
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each change of ownership and the method of transportation from the factory 
until it reaches the purchaser who intends to use the car. 

The thought is in line with our belief that the retail buyer should have the 
pertinent facts about the product. 

Before undertaking legislation, however, we believe it would be wise to try 
out an actual model of the sticker, with the entries that would be made on it, on 
a cross section of reputable dealers to have them study just how it would work 
out in practice. I am sure you would not want to pose additional sales prob- 
lems for the authorized dealer and it is possible that some could result. For 
instance, dealers often exchange models among themselves to effect immediate 
delivery of the color and equipment combination desired. Dealers might often 
find that prospective customers are willing to buy only the car whose sticker 
shows the most recent date. There are a number of other possible nuisance 
factors that could conceivably bring such stickers into disrepute. 

The seller could get around the sticker law in the same way sellers now get 
around restrictions that forbid selling bootleg cars as new cars in many juris- 
dictions today. He could register the car in the name of an individual, remove 
the sticker, and sell the car as a “new-used”’ car, as frequently happens today. 

In other areas, if the sticker remained on the car when the first buyer took 
it, he could resell, show the transaction on the sticker, and offer the product as 
a “sticker car,” thus giving the establishment reselling the car a status that the 
proposal does not intend. 


Senator Monroney. In the light of this statement would you say 
that the situation we face today is similar with what we had 3 years 
ago? 

Mr. Jaconson. I think in regard to some of these situations; yes. 

Senator Monroney. On the technical details? 

Mr. Jacopson. Yes. 

Senator Monroney. You mentioned on the first page that we first 
should acquire some actual experience with labeling procedure through 
voluntary applications in a test area before taking legislative action. 

It seems to me that you have had 3 years, during which this idea 
has been bounced around with some degree of support, and there has 
been no voluntary action taken. With the condition of the automobile 
industry, and I do not believe you would say that it is healthy today, 
we should at least try some new method of restoring confidence to the 
buyers and promoting the sale of this great product that you and the 
other manufacturers turn out, and can turn out in such mass-produced 
quantities. 

I do not see anything in your testimony that would make this 
insurmountable. 

The advertising of a factory list price is not a new idea. When did 
it disappear as a part of the— 

Mr. Jacopson. About 10 years ago. 

Mr. Smirn. What was the question, Senator ? 

Senator Monronry. When did the revelation or the disclosure of a 
suggested factory list price go out of the automobile picture? 

Mr. Smiru. It hasn’t gone out. 

Senator Monronry. How many advertisements have you had in the 
last year that disclosed the factory list price? 

Mr. Smiru. Price advertising is not a question, Senator, but the 
prices are published every week in Automobile News and many of the 
trade papers. 

Senator Monroney. But very few automobile buyers buy the Auto- 
mobile News. 

Mr. Smiru. I am saying it is not kept confidential, the list price of 
the automobiles. 
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Senator Monroney. As far as the public is concerned it is. Can you 
cite any advertising you have done in the Saturday Evening Post or 
in other national magazines that include the price? 

Mr. Smiru. No, sir. 

Senator Monroney. Well, then, it has gone out of the picture as far 
as the price being an item that is freely disclosed or promoted to let 
the public know what the price of your product is, with the suggested 
retail price. Is that not a factual statement ? 

Mr. Sairu. I think it is factual to say that the automobile companies 
do not, as a general rule, advertise the so-called suggested retail price. 

Senator Monroney. What was the reason for its banishment ? 

Mr. Smiru. Antitrust reasons. 

Senator Monroney. Antitrust reasons. And do you think any evils 
have grown up in the industry as a result of the failure to disclose the 
suggested retail price? 

Mr. Jacopson. I don’t think there is any doubt about it. 

Senator Monroney. Do you think they have grown ? 

Mr. Jaconson. Yes. 

Senator Monronrey. And do you think price packing has been a 
result of this failure to disclose the suggested retail price? 

Mr. Jacogson. One of the contributing factors. 

Senator Monroney. And do you think the honest disclosure of the 
suggested retail price might have the effect of preventing the free 
trips to Florida for two, the mink coats, the sable stoles, and $300 
shopping money for Christmas? 

Mr. JAcosson. I do. 

Senator Monroney. In other words, it would be impossible to give 
these fantastic phony 

Mr. Jacozson. Right. 

Senator Monroney (continuing). Swindling quotations, if the 
honest disclosure of prices was required by Federal law ? 

Mr. JAcopson. Yes. 

Senator Monroney. Would it not also be a fact that if the sug- 
gested retail prices were required to be disclosed, and all manufac- 
turers had to comply, there could be no unfair advantage that one 
dealer could take over another—say by having a completely secret set 
of prices which could vary up and down according to each community 
cad each town and in accordance with what the dealer thought was 
the I. Q. of the general public? 

Mr. Jacosson. Well, Senator, I gathered the impression of your 
remark before we got on this price situation that you had some reser- 
vation in your mind as to our enthusiasm for this. 

While this bill affects the dealer far more than the problem that it 
puts on us to provide the labels and so forth that we feel it should be 
the dealers enthusiastic desire for this bill, and while we brought out 
in this statement our overall thinking toward this that we certainly 
will say that if the majority of the dealers desire this bill we certainly 
will be enthusiastic in the operation of the bill in our business. 

Senator Monronrey. And you do not think the cost would be pro- 
hibitive? You mentioned the cost of putting this information on the 
label—your IBM machines and your modern 

Mr. Jacosson. I do not think it would be a substantial amount. 
Infinitesimal 
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Senator Monroney. Infinitesimal. It would be just a little head- 
ache for the office manager to organize this to where the tag would 
be put on as you write out the invoice. 

J Mr. Jacozson. If the mistakes would not be willful I would not say 
it was 

Senator Monronry. Perhaps “willful” is too strong a language. 
We might put “for the purpose of evasion” of this section of the act. 

Mr. Jacosson. We would like to see the “willful” stay in because 
mistakes are not willful. 

Senator Monroney. Yes. 

If Mr. Jacobson will excuse me, I have to be a member of the three- 
member conference on the post office postage bill. I would like to 
turn the chair over to Senator Thurmond who has been one of the 
most diligent and effective members of the automobile subcommittee 
for further questions that he or the staff might have. I apologize for 
not being able to be here the full time, but I have appreciated very 
much your coming before us and giving us the advantage of your 
thoughts. 

Mr. Jacogson. I would like to make just one quick comment. There 
was some confusion among the people that were here before testifying 
regarding the excise tax. The excise tax is figured on the basis of the 
dealer’s cost of the car to the factory and a 10 percent of the factory’s 
charge. Any public could quickly figure out exactly what the dualer 
paid the factory for the car. 

Senator Monronry. May I say to you, as one having been in this 
study for a long time that I think the dealers would like to have the 
public know that the discount the dealers get is far less than they had 
supposed. I think that will be a fact. And the fact that dealers 
are now making seven-tenths of 1 percent profit 

Mr. Jaconson. It is the dealer’s problem. 

Senator Monroney. They are the ones who suggested it. It came 
from the dealers. 

Mr. Jacopson. That is the position we are taking; it is the dealer’s 
problem. 

Senator Monroney. I think if you are buying so much worth of 
automobile and so much worth of taxes, it might be helpful for the 
United States Government also to put its price on the car on that tag. 
It might help to reduce the penalty of taxes to some degre. 

I apologize for having to leave. ‘They are liable to vote on the postal 
committee in my absence, and I do not want that to occur. 

Thank you very much. 

Mr. Jacosson. Glad to see you. 

Senator THurmMonp (presiding). Counsel has a few questions he 
would like to ask. 

Mr. Buspy. On this tax question. I do not know whether you had 
the record of yesterday, Mr. Jacobson, but at our last meeting, we 
had dealers here who had been in a long meeting on that one point— 
whether or not the excise tax should be disclosed since it represents 10 
percent of their purchasing price of the car. The uniform answer 
was, from the dealers, that they would like to have that excise tax 
stated separately. 

Mr. Jaconson. We were only bringing it out on the basis of the 
problem that might exist for the dealer. And if the dealers feel that 
that is no problem to them 
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Mr. Buspy. How is that handled at the present time? Do you 
lump this in with other charges ? 

Mr. Jaconson. It is lumped in with the delivery and handling which 
is handling, transportation, and excise tax, and the dealers know 
exactly what it is. 

Mr. Busy. It is handling 

Mr. Jacopson. Handling, delivery, and excise tax. 

Mr. Bussy. This does not include the cost of the transport truck; 
does it ? 

Mr. Jacozsson. Oh, yes. 

Mr. Smitu. No. 

Mr. Busey. In other words, the freight charge is not in there; is 
it ? 

Mr. Smiru. No; it is not in there. 

Mr. Bussy. What are the charges in there? 

Mr. Jacoznson. Delivery, handling, and excise tax. 

Mr. Bussy. What makes up the delivery and handling part of the 
charge? 

Mr. SmitH. What is in that cost? 

Mr. Bussy. The “delivery and handling” part of the “delivery, 
handling, and excise tax” charge ? 

Mr. Smiru. Well, that, as I understand it, is a cost that has been 
in for a very long time in traditional pricing where, in the old days 
when most cars were shipped by rail there were extra costs after the 

car was built and so forth for what they call staging, decking, and 
a lot of other things and yard costs which applied only to cars that 
went by rail whic h was all cars in the early history of the business. 

Then, actually, I think today it is a more or less vestigial remnant 
of that practice of separating out those special charges which had 
to be charged by the manufacturer since the dealer himself was 
paying the cost of the freight. 

Mr. Bussy. Did you say it was a traditional cost or a traditional 
charge ? 

Mr. Smirn. Well, as I understand—well, it would be both. 

Mr. Bussy. That is all. 

As a matter of fact, you send along with the car each of the items 
which are required to be itemized under this bill presently, do you 
not ? 

Mr. Jaconson. On the invoice; yes. 

Mr. Bussy. So there would be no additional printing expense or 
anything of that sort, would there ? 

Mr. Jaconson. It would be applying the information from the 
invoice to the label. 

Mr. Buspy. It would be copying the information on the label 
for the windshield. 

Mr. Jacosson. That is right. The invoice is usually made out after 
the car has been built and shipped. 

Mr. Bussy. On accommodation transfer again, that is a dealer 
problem; is it not ? 

Mr. Jaconson. That is right. If it becomes more difficult for a 
dealer to deliver a car to a customer that has been acquired from 
some other dealer, that is the dealer’s problem. 
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Mr. Bussy. You heard the testimony of the dealers here earlier 
and this was the same the other day. They were for labeling the 


name of the first dealer regardless of the accommodation transfer 
problem. 

Mr. Jacornson. Yes. 

Senator Tuurmonp. There should not be any trouble with regard 
toatransfer. That ought to be very simple. 

Mr. Jacozson. I think that depends upon the customer. 

Senator THurmonp. Mr. Jacobson, I think you have covered the 
matter from the standpoint of the company and I think you have 
made some suggestions that will be very helpful. 

I wish to thank you for appearing here. 

Mr. Jacorpson. ‘Thank you. 

Senator THurmonp. This concludes the hearing today. The next 
hearing will be at 2 o’clock tomorrow afternoon. 

(Thereupon, at 3:05 p. m., the subcommittee was adjourned to 
reconvene at 2 o’clock p. m., Thursday, April 24, 1958.) 
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THURSDAY, APRIL 24, 1958 


Untrep Srates SENATE, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
SUBCOMMITTEE ON AUTOMOBILE MARKETING, 
Washington, D.C. 
The subcommittee met, pursuant to adjournment, at 1 p. m., in room 
G-16, United States Capitol, Hon. A. S. Mike Monroney (chairman of 
the subcommittee) presiding. 
Senator Monronry. The Subcommittee on Automobile Marketing 
will again be in session. 
We appreciate the opportunity today of having the representatives 
of two of the great industrial firms of the Nation here to testify. 
[ would like to read into the record a letter from Harry A. Seim, 
1508 Robeson, Bettendorf, lowa. It is dated April 20. 


DEAR SENATOR: I read of your bill, “to take the mystery out of the price of 
new cars,” and think you really have something there. 

I wrote to a certain manufacturer and asked for the suggested price of three 
of their models. I was going to buy 1 of the 3, but found the dealers had 
packed the prices from $150 to $700. I went to see a model of another manu- 
facturer and it had been packed $700. You can bet I decided to buy no car 
at all. 

Yes, I know they will tell you that they will give more for your trade-in, but 
I bought my present car in 1955 for $3,364. A friend of mine bought a cheaper 
model of the same make with less accessories for $3,400. Some time after, the 
manufacturers were told to stop certain practices. They are pikers compared 
to the dealers. 

Anything you can do to get a fair deal for the buyers, I am sure will be 
appreciated. 

Sincerely, 
Harry A. Serm, Bettendorf, Iowa. 


This is the original letter here. I have another letter from Mr. 
Earl Burkhard, 165 Broadway, New York, N. Y., dated March 20, 
1958 : 


DEAR SENATOR: I just finished reading in the Congressional Record of March 
17 what you had to say about the retail pricing of automobiles. 

I hope your views will prevail and your bill pass; and commend you for your 
interest. Believe me, the subject is one that many, many people discuss—and 
cuss. 

Myself, for instance. I trade my car every year, but am keeping my 1956 
Olds and seriously considering disposing of it and renting a car when I need 
one, because of the flimflamming I got when I bought it. 

I take violent issue with Mr. Wilson’s “What’s good for General Motors is 
good for the country.” 

Very sincerely, 
EARL BURKHARD. 

Another from Denver, Colo., signed by Mrs. John F. van Zulear 
Dunn: 


DeAaR SENATOR: It is indeed a delight to read that someone in Washington is 
at last doing something concrete about the price of automobiles. More power 
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to you and may you meet with every success in your campaign to abolish, or at 

least limit, price fixing on cars. I am frankly looking forward to the day I can 
walk into a showroom, and have something besides the salesman’s polished as- 
surances to let me know how much of my money I must part with to purchase 
a chrome-encrusted vehicle. 

Perhaps it is not too much to hope that the automakers will take the hint 
and turn out a moderately priced car, mechanically sound, at a price that does 
not leave us bewildered, broke, and bound to a finance company for 60 months. 

Sincerely, 
MILDA VAN ZUYLEAR DUNN 
Mr. John F. van Zuylear Dunn. 

I will ask that after the oral testimony that several other typical 
letters be printed in the record. The mail response favoring the 
bill has been unusually heavy. The public has seemingly become more 
fed up.on the mystery in pricing cars than I believe anyone in the 
automobile industry believes. 

The response from the dealers has been tremendous, too. They 
feel that unless something can be done to revolutionize the bad habits 
of the oriental bazaar, of the unknown price, that the dealers will 
continue to have empty showrooms, empty of customers, I mean— 
they are not empty of cars by any means—and that this might be just 
the one little thing that might be needed to break the logjam that 
is holding back, I think, our Nation’s economic recovery. 

I don’t think there is a thing wrong with our economy that a good 
automobile ony won’t cure. We repeatedly read into the records 
the impact that this great industry which your company and the Ford 
Co., and Chrysler and American Motors and others have that makes 
its impact of its health felt throughout the entire economy. 

When we are talking about antirecession measures, I cannot escape 
the firm belief that this, if it should work—I don’t think it is as much 
of a panacea as a lot of people have testified it was—if it should work 
to create a new climate in merchandising of America’s No. 1 product, 
it will have the greatest effect on arresting recession and unemploy- 
ment than any legislation that this Congress will pass. 

For that reason we are delighted to have the vice president of 
General Motors, Mr. Hufstader, the gentleman now in charge of 
dealer relations, as well as his many other duties in that great organi- 
zation. 

Before you testify—we were favored by a letter from Mr. Harlow 
Curtice, president of General Motors Corp., dated April 21, 1958, 
reading: 

Dear SENATOR Monroney: I have your letter of April 14, 1958, advising me 
that the hearing on Senate bill 3500 (the automobile labeling bill which you 
have introduced) will begin on Monday, April 21. 

I favor the principle of the bill which calls for a disclosure of certain informa- 
tion for the benefit of the customer. It is my feeling that dealers generally 
should approve this type of legislation which, in addition to being in the public 
interest, should be beneficial to the automobile industry. 

Mr. W. F. Hufstader is making arrangements to appear before the committee 
on Thursday, April 24, at 2 p. m. 

We have discussed with Mr. Busby today some points in the bill which we 
think require clarification to avoid practical operating complications and dif- 
ficulties. 

Thank you again for writing to me. 

Sincerely, 
H. H. Currice. 

That is actually the purpose of these hearings. We have ascertained 
support for the bill but wish to have operating difficulties removed. 
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As you know, we don’t set our ideas in concrete. We try to be flexible 
so that what we do will have a workable and practical effect, and 
without creating too great expense on the industry or to cause any 
economic dislocation in the flow of commerce. 

We appreciate very much your appearing in person, Mr. Hufstader. 
You represent your industry. I wish you would proceed in your own 
way. 


STATEMENT OF W. F. HUFSTADER, VICE PRESIDENT IN CHARGE 
OF THE DISTRIBUTION STAFF AND DEALER RELATIONS SEC- 
TION OF GENERAL MOTORS CORP., ACCOMPANIED BY A. F. POWER, 
ASSISTANT COUNSEL FOR GENERAL MOTORS, AND L. H. BRIDEN- 
STINE, ATTORNEY 


Mr. Hursraper. Thank you. May I suggest that I go right 
straight through this statement and then come back for any ques- 
tions you might care to ask. 

Senator Monronry. Yes. Let me thank you for moving up the 
time to 1 o’clock. Iam 1 of the 3 members of the Senate conference 
on the Post Office rate bill. While automobiles are extremely impor- 
tant, the question of the price of a postage stamp is also pretty impor- 
tant. 

Mr. Hurstaper. It adds up. 

Iam William F. Hufstader. I am vice president in charge of the 
distribution staff and dealer relations section of General Motors Corp. 

I am appearing before this committee to present the position 
of General Motors Corp. with respect to Senate bill 3500. 

At the outset, I should like to make it clear that we are opposed 
to Government regulation of prices in a competitive market. How- 
ever, we are convinced that this legislation, which involves the dis- 
closure of price information to the public, but still leaves the dealer 
free to establish his price and to negotiate and determine any trade-in 
allowance on a used car, can make a real contribution to the reestab- 
lishment of sound business practices in our industry. 

We are all aware of the conditions which have developed in the 
industry in the last few years as a result of price packing. These 
conditions have become progressively worse. Today the customer, 
who desires to purchase a new motor vehicle, is confused as to the true 
asking retail price for a motor vehicle, the aggregate price of which 
may be made up of many items. 

In March of 1956, Mr. Curtice, president of General Motors Corp., 
urged that the industry abandon price packing. He characterized 
it as the slight-of-hand practice of making an overallowance on 
the used car taken in trade and, at the same time, increasing the true 
or real asking price for the new car by the amount of the overallow- 
ance. He likened it to misleading and deceptive advertising. 

The elimination of price confusion cannot be accomplished by the 
manufacturer alone. However, this legislation which provides for 
the disclosure of price information to the public without restricting 
price competition among dealers would pc result in the elimina- 
tion of the price pack or in a disclosure of sufficient information to 
enable the customer to determine the amount of the price pack and 
consequently the true cost of the motor vehicle to him. 
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Senate bill 3,500, as introduced on March 17, 1958, contains several 
provisions or clauses which we feel should be discussed in an effort 
to avoid a number of practical operating problems which will arise 
in the normal business operations of both the manufacturers and the 
dealers under the bill as proposed. We believe that changes can be 
made which will meet these problems without material effect upon 
the proposed legislation or the accomplishment of its intent and 
purpose. 

Considering the specific provisions of the bill, section 2 (c) defines 
the term “automobile” as including any passenger car, station wagon, 
bus, truck, trailer and semitrailer, and a chassis and body for any of 
the above vehicles when they are delivered as separate units. 

We believe that this definition of the term “automobile” should be 
amended to eliminate buses, trucks, trailers and semitrailers, as well 
as chassis and bodies for such vehicles when they are delivered as 
separate units. Such an amendment would limit the definition of the 
term “automobile” to passenger cars and station wagons. 

With respect to trucks, the display on a label, of pricing informa- 

tion, particularly with respect to options, would be impractical. Since 
trucks are purchased to meet specified performance requirements, the 
manufacturer makes available a substantial number of regular pro- 
duction options covering such basic items as axles, brakes, frames, 
transmissions, generators, shock absorbers, wheels and tires, as well as 
a number of special options to meet particular requirements. 
’ Furthermore, such information would be of little value to the truck 
purchaser who may have already placed a signed order with the dealer 
including an agreed-upon price, before the vehicle is delivered by the 
manufacturer to the dealer. As to trucks purchased by a dealer for 
display and inventory, and not against specific retail orders, options 
may be substituted and changes made in the original vehicles to accom- 
modate the specific requirements of individual purchasers. 

With respect to interstate and transit buses, these units are not sold 
to dealers but rather are sold by the manufacturers directly to users. 
Bus operators know exactly what they want and negotiate directly 
with the manufacturer on the purchase price. Such being the case, 
the requirement of a label showing the basic price of the vehicle would 
serve no useful purpose. 

Schoolbuses as such are normally not carried in inventory by dealers. 
When the dealer has a need for a schoolbus, or buses, he generally pur- 
chases a chassis from the motor vehicle manufacturer and has it de- 
livered to a schoolbus body builder for installation of the body. Thus 
the schoolbus is ordered by the dealer after negotiations with the pur- 
chaser as to the purchaser’s needs, the availability of the right kind 
of equipment, and after the establisment of the purchase price. 

Trailers and semitrailers, in certain respects, fall into the same cate- 
gory as trucks and buses. 

Finally, in our opinion, in connection with the sale of trucks, buses, 
trailers and semitrailers, including the chassis and body thereof, de- 
livered as separate units, the customers do not have the same problems 
in determining the actual prices being paid, as the customers purchas- 
ing passenger cars—certainly not to the same extent or in the same 
degree. Furthermore, customers for these products are generally 
knowledgeable buyers who have sufficient experience and information 
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ors the business to determine quite accurately the real prices being 
aid. 

Section 2 (d) of Senate bill 3500 defines the term “new automobile” 
as meaning an automobile the title to which has never been registered 
under the laws of any State, Territory, or possession of the United 
States or of the District of Columbia, or under the laws of any foreign 
country or political subdivision thereof, by any person other than the 
manufacturer of such automobile in his capacity as the manufacturer, 
the importer of such automobile in his capacity as the importer, or a 
dealer in his capacity asa dealer. It would therefore appear that the 
determination as to whether an automobile is used is predicated upon 
the title of the vehicle having been registered or not having been regis- 
tered under the title laws of any State, Territory, or possession of the 
United States or the District of Columbia or under the laws of any 
foreign country or political subdivision thereof. Since several States 
do not have so-called title laws, and never issue certificates of title, 
motor vehicles acutally sold at retail and registered for use and opera- 
tion in such States, might not be considered “used” motor vehicles 
under a technical interpretation of this provision. 

While there are undoubtedly several possible definitions, we offer 
for your consideration the following: 


The term “new automobile” means an automobile, the equitable or legal title 
to which has never been transferred by a manufacturer, distributor, or dealer 
to any purchaser for purposes other than resale, or which has never been regis- 
tered or licensed under the laws of any State, Territory, or possession of the 
United States, or of the District of Columbia, or under the laws of any foreign 
country or political subdivision thereof by a manufacturer, distributor, or dealer. 


Under such a definition, if a manufacturer registers or licenses a 


motor vehicle under the laws of any State, then the vehicle becomes 
a “used vehicle” rather than a “new automobile.” Furthermore, un- 
der this definition a person could not register a motor vehicle in his 
own name or in the name of a third party solely for the purpose of 
having the the motor vehicle classed as a al vehicle’—and thus 
remove the label and then sell the motor vehicle at retail, representing 
it as a new motor vehicle. 

Section 2 (e) defines the term “dealer.” We believe that this defini- 
tion should be broadened to include distributors. This can be accom- 
plished by substituting the words “dealer or distributor” wherever 
the word “dealer” appears in the bill. From the point of view of 
General Motors Corp., such a change is desirable since its Cadillac 
motor car division sells motor vehicles to both distributors and deal- 
ers. The former sell such motor vehicles at wholesale to dealers and 
also at retail. 

Section 2 (f) defines the term “final assembly point.” Inasmuch 
as we are recommending a change in section 3 (e) (3) to eliminate 
the phrase “from the final assembly point,” as I will explain later, 
we recommend that this paragraph (f) of section 2 be deleted en- 
tirely. 

Several questions are presented by the provisions of section 3. It 


is to be noted that the first paragraph of this section requires the 
manufacturer to— 


firmly affix to the windshield of such automobile a label on which such manu- 


facturer shall endorse indelibly true and correct entries disclosing the following 
information— 
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It is our recommendation that the manufacturer be authorized to 
affix the label either to the windshield or to a side window of the 
automobile. This suggestion is intended to accommodate those in- 
stances where State net regulate the pasting of stickers on wind- 
shields. It would also eliminate any possible hazard which might arise 
out of a windshield label affecting the driver’s visibility while a car 
is being driven. 

We also question the use of the term “endorse indelibly” and would 
suggest in substitution therefor a phrase such as “clearly, distinctly, 
and legibly” so there will be no question as to the type used and the 
method of putting the information on the label. 


With these changes, the first paragraph of section 3 should read as 
follows: 


Every manufacturer and importer of new automobiles distributed in commerce 
shall, prior to the delivery of any new automobile to any dealer, securely affix 
to the windshield or side window of such automobile a label on which such 
manufacturer or importer shall endorse clearly, distinctly, and legibly true 
and correct entries disclosing the following information. 

In reviewing the information which is to be endorsed on the pro- 
posed label, we note in paragraph (a) of section 3 the requirement 
that the label include “the name, make, model, and serial number of 
such automobile.” Because the words “name” and “make” are synony- 
mous, we suggest that the word “name” be eliminated. We also recom- 
mend that this paragraph provide for the inclusion of the serial num- 
ber or motor vehicle identification number. 

We also suggest that paragraph (b) of section 3 be eliminated en- 
tirely. This paragraph requires that the label show the “final assem- 
bly point” of the automobile. There does not appear to be any 
purpose served by showing the “final assembly point” of each auto- 
mobile and it could be confusing if, as happens on occasions, delivery 
of a motor vehicle or motor vehicles is made to a dealer from an 
assembly plant other than the one located nearest to him. Also, in 
considering transportation costs, namely, destination charges, the 
“final assembly point” is not important since destination charges are 
established with the home plant as the f. o. b. point. 

Paragraph (c) of section 3 requires that the label include the “name 
of the location of the place of business of the dealer to whom such 
automobile is delivered.” It is our suggestion that this section be 
changed to read as follows: 

The name of the dealer to whom such automobile is to be delivered and the 
name of the city or town at which it is delivered to such dealer. 

Some cars are delivered to distributors who will sell them to dealers 
operating under the distributor. If, as happens on many occasions, 
automobiles are delivered directly to a dealer under a distributor at 
the distributor’s request, the label would then show the vehicle as 
being delivered to the distributor at the city or town where the dealer 
1s located. Moreover, this modification would accommodate those 
instances where dealers take delivery of vehicles at warehouses oper- 
ated by several divisions of iatial Motors Corp. in different loca- 
tions throughout the United States. 

The divisions of General Motors Corp. deliver their passenger cars 
and station wagons to distributors and dealers either 4 motor carrier 


rail, or boat. We see no advantage in disclosing which method of 
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transportation is used, as required by paragraph (d) of section 3, 
particularly, since the destination charges are not based on the method 
of transportation used. 

With respect to the information set out in subparagraphs (1), (2), 
and (3) under paragraph (e) of section 3, we wish to make the fol- 
lowing comment : 

The price to be shown under subparagraph (1) should be the retail 
price of such automobile “suggested by the manufacturer or importer” 
rather than the retail delivered price of such automobile suggested by 
the manufacturer. The bill as written does not contemplate that 
freight shall be included in the retail price suggested by the manufac- 
turer as is quite apparent from the provisions of subparagraph (3) of 
paragraph (e) of section 3 which provides that the transportation 
charge be set out separately. We, however, believe that the retail 
price of the automobile suggested by the manufacturer should include 
the list price, a charge for reimbursement of Federal excise tax, and 
the manufacturer’s suggested dealer delivery and handling charge. 
‘This would mean that the label should have an endorsement that the 
retail price of the automobile suggested by the manufacturer “includes 
reimbursement for Federal excise tax and suggested dealer delivery 
and handling charge.” 

The provisions of subparagraph (2) of paragraph (e) of section 3 
include the phrase “accessory or appliance.” ‘The word “appliance” 
is not commonly used in referring to motor vehicle equipment. We 
suggest that the word “option” be substituted for “appliance.” 

Subparagraph (3) of paragraph (e) of section 3 provides that the 
label shall include ‘the amount charged to such dealer for the trans- 
portation of such automobile from the final assembly point to the 
place of business of such dealer.” 

On deliveries from outlying assembly plants General Motors Corp. 
does not charge its dealers the freight from the plant to the dealer’s 
place of business. General Motors charges the dlenlen a “destination 
charge” which represents a charge to the dealer made by General 
Motors for transporting the car to the dealer’s place of business. 
Under this method the total amount received by General Motors from 
dealers in assembly plant areas is no more than the excess cost of as- 
sembly plant operations, including the cost of transporting the neces- 
sary component parts to outlying locations for assembly, and the cost 
of shipping the finished cars from outlying assembly plants, to the 
dealers, by whatever method used. The home plant areas do not 
derive any benefit from the net cost savings resulting from assembly 
plant operations. Mr. Frederic G. Donner, executive vice president 
of General Motors Corp., during his appearance before this Senate 
Subcommittee on Automobile Marketing Practices on Friday, March 
9, 1956, explained “destination charges” as used by General Motors 
Corp., and we direct this committee’s attention to that presentation 
if there is any question regarding the matter. 

In view of this practice of charging dealers a “destination charge,” 


it is our recommendation that subparagraph (3) of paragraph (e) 
of section 3 be rewritten as follows: 


The amount charged to such dealer for the transportation of such automobile 
to the location at which it is delivered to such dealer. 


_ Section 4 (c) of Senate bill 3500 should be broadened to cover the 
situation wherein the manufacturer repurchases an automobile from 
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a dealer and resells it to another dealer. Under such circumstances 
the manufacturer would be obliged to remove the label affixed to the 
automobile and substitute a new label containing the correct informa- 
tion. As this paragraph is now written, such action on the part of 
the manufacturer might be construed as an unlawful removal of a 
label affixed to a new automobile pursuant to section 3 of the pro- 
posed act. 

Finally, section 5 of the proposed act suggests an effective date 
on the first day of the sixth month beginning after the date of enact- 
ment of the act. While we recognize that new legislation normally 
cuts across conditions in existence at the time such legislation takes 
effect, we wish to suggest that the committee give consideration to 
providing that the proposed act shall take effect on the first day of 
the third month beginning after the date of enactment of this act, 
or with respect to any 1959-model cars on the dates of introduction 
= each such 1959-model line of cars, whichever of such dates is the 

ater. 

We do not believe that any of the suggestions we have outlined 
above would affect the basic purpose of this proposed legislation. 
‘They are made only in recognition of operating problems which 
might arise under the bill as it is presently drafted and they are 
intended to eliminate a number of these problems. 

We appreciate the opportunity of presenting our position with re- 
spect to proposed Senate bill 3500. 

Senator Monronrey. Thank you very much, Mr. Hufstader, for that 
splendid statement. We not only appreciate the endorsements of the 
bill but the very practical suggestions made to many sections of 
the bill which would make it more effective and more easy to accom- 
modate its provisions without disrupting the normal trade practices 
or the production line. 

I am delighted that you repeated Mr. Curtice’s statement of March 
1956. We on this committee feel that this is certainly in no way 
‘intended to be the camel’s nose under the tent for Federal price reg- 
ulation. We are merely trying to provide for price disclosure, and 
in doing that, to safeguard the customers of the automobile industry 
against the uncertainties of calculating the price of a car that has so 
many options of equipment and various things that the purchasers 
become indeed confused and become almost a “patsy” for a sharp 
operator who can put a price of $4,200 or $4,500 on a $3,000 car by 
building up or “packing” the price and then offering exorbitant and 
unrealistic trade-ins to further hoodwink the buyer. 

It is more than proper that the Government should protect against 
deception. It is historic—such as preventing the use of the mails to 
defraud. We have long veoowadaed: that we owe a duty to the public 
against this type of gyping. 

By the same token, when millions of copies of newspaper ads go 
out, as described by the Better Business Bureau as the “Smiling Slo- 
bovian” who wants to give you thousands of dollars for your old 
car even though it is towed in, you are working in the neighborhood 
of prohibiting the use of the mails to defraud. We do the same thing 
in the SEC to prevent the use of “blue sky” to unwary buyers of 
securities. 
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Another assurance to the automobile industry, to the automobile 
dealers, and to the public that we do not intend to creep in with an 
OPA deal on this is the fact that the bill is cosponsored by the very 
distinguished, aggressive, and alert junior Senator from South Caro- 
lina, the Honorable Strom Thurmond, probably the greatest champion 
of States rights in the United States Senate. I am sure that anyone 
who has followed Senator Thurmond’s career would not ever believe 
that there is danger of Federal encroachment on anything to which he 
has put his name. 

For that reason we are very grateful for the statement and for the 
attitude that General Motors has taken. 

I am also impressed with your statement that perhaps we have 
gotten too broad a definition on the term “automobile.” We are de- 
termined to protect the buying public. I am sure that our great 
trucking industry is not going to be the victim of a price pack or any 
misleading things because if your price is off a fraction of a cent I 
imagine most of those boys know it. 

Mr. Hoursraper. That is right. 

Senator Monroney. I think perhaps we could, in order to prevent 
abuses, perhaps require that on automotive equipment other than 
passenger cars, station wagons, and the normal commercial type of 
vehicle freely moving in commerce, that a price list be posted in the 
showrooms showing the truck, the chassis, the body, and the options. 
This would certainly eliminate a lot of this and still not be charged with 
picking out one segment of the automobile industry and omitting the 
other. That would present no great problem. 

Mr. Hurstaver. | would not think so. 

Senator Monroney. It would seem to me that for the purpose of 
keeping the bill broadly based on automotive products, it might be 
wise to have that in there—even though we don’t need to worry about 
a casual customer being misled on truck and bus prices—very few 
eople will buy an interstate bus without knowing what it is worth. 

Ve are grateful to you for suggesting that. 

The matter of the registration of new automobiles is very helpful 
because as you have so wisely mentioned there is a difference in our 
State laws concerning registration. Some have no certificate of title. 
At first reading it seems to me that the definition that you suggest here 
meets most of the problems that would arise. Don’t you think so, 
Mr. Busby? 

Mr. Bussy. I think so. 

Mr. Hurstrapver. We felt, Senator Monroney, and I am quite sure 
that we felt very definitely that this would contribute to the purpose 
of your legislation. 

Senator Monroney. We appreciate that because we intend, that 
after the car has been sold to a buyer not for resale it becomes a used 
car at that point, and the absence of the sticker on the windshield 
identifies it as a used car. The fact that the seller has complied with 
this section of the bill, if he sells it within the next 15 minutes to a 
used-car lot, it differentiates between a new and used car. This is one 
of the things we are seeking to help. 

Another thing that this will perhaps do would be to prevent the 
fictitious pricing of the new used car beyond the limits, because down 
the street every dealer of that make will have the legitimate suggested 
factory price on the car. 
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Mr. Hurstaper. Precisely. 

Senator Monroney. On the matter of endorsing and the method of 
printing, I rather like your suggestion that we modify that to read 
‘clearly, distinctly, and legibly,” but I think we still would need some 
language to provide not subject to alteration, because we have gone 
through—— 

Mr] Hurstraper. That would be all right. 

Senator Monroney. Gone through testimony that the “smiling 
Slobovian” brings out a “factory invoice” to prove to the customer 
that the invoice price really is a thousand dollars more. We are deal- 
ing in an area that is going to be quite important to avoid falling into 
any entrapment that would lead to the continued abuses of these things. 

Mr. Hurstaper. That was more or less a technical detail, Senator. 

Senator Monronry. Yes. And I think perhaps you are absolutely 
right about running afoul of State laws on windshield stickers. Some 
of these cars, if they are transported 50, 75, or 100 miles, even driven 
by the dealer from the final assembly point to the place of delivery, 
might be in violation of State laws in certain areas. 

Our main purpose in putting it on the windshield is we wanted 
it where everybody would have to see it and not put it under the 
frame—some place that would escape the attention; so, identification 
on the side window could perhaps do that. 

One thing that worries me about your testimony a little bit is 
on the matter of the method of delivery: The purpose of this goes 
back, as you well know, to when this disclosure idea came into being 
some 3 years ago as a method of preventing bootlegging of driven 
and towed cars. For that reason we were trying to look ahead to 
that gay time when the automobile business might again be so pros- 
perous as to find bootlegging a problem. 

You do not have much bootlegging when they are difficult, indeed, 
for even the dealer to sell. 

We will try to work out, as best we can, the language. 

We are not interested in the actual freight. We are interested in 
the delivery charge being clearly shown, and we are not too inter- 
ested in the final assembly point. But we do want to clearly pro- 
vide that a car that is driven from the factory to the destination has 
to be identified to avoid this difficulty that we ran into with the low 
freight in Detroit being a source of bootlegging cars, even as far west 
as Los Angeles. 

Mr. Hurstaper. Isn’t it the fundamental purpose, though, Senator 
Monroney, a price disclosure and with the tag visibly displayed, so 
that identification of it would give the customer enough information 
for him to know how the car came to the dealer or to know whether 
he is buying from an authorized dealer or not ? 

Senator Monroney. This is a different safeguard and a different 
step. I mean, if he bought a car in Los ange that was sold orig- 
inally to a dealer in New England, he probably would be alerted. 
But I still feel that perhaps it might be better to maybe lump under 
a common title your convoy, railroad, or ship into some type of pub- 
lic transportation to avoid trying to complicate the legislation by 
requiring you to say whether it went by convoy or by train. You 
oe do not know from day to day how these cars are going to 

transported. 
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Mr. Hursraper. It varies by zone. 

Senator Monronrey. We are not trying to add complications; we 
would like to remove them. I still hope we can find some way in 
the bill to separate the new car from the used car, because the car 
that has been driven across the country and a towed one is not a new 
car. 

The matter of the Federal excise—your proposal, as I understood 
it, would be that the factory list price would include the excise tax 
to the dealer. I would say factory list price includes Federal excise 
tax; is that correct ? 

Mr. Hurstraper. Federal excise tax, dealer delivery and handling. 

Senator Monroney. The dealers are the ones, however, that have 
been rather insistent on setting out how much his automobile cost 
and how much is Uncle Sam’s taxload. As an automobile purchaser, 
I would welcome that. 

I mean, all the cars must bear the same excise tax, if there is one— 
we hope there will not be one with the new model year. 

Mr. Hursraper. We share your hope. 

(Laughter. ) 

Senator Monroney. Because I feel that it is an undue sales tax 
burden, since we tax gasoline and tires and all the other things that 
go into the car after it is in the consumer’s hand. Perhaps it would 
be one of the great recession-arresting things that we could do if we 
suspended this tax for 12 months and see what would be the result. 

We think maybe by 12 months’ suspension more people will rush in, 
because it might be 10 percent higher if Congress decides to allow it 
to go back into effect at the end of 12 months. In that way, maybe we 
‘an stimulate the 12 months’ sale, and if it works out well, why, we 
could continue that. I have had that suggested by some of the au- 
tomobile dealers; in fact, they suggested that is the way they would 
prefer it. 

I just feel that for the benefit of the public, setting out the tax 
makes the buyer conscious of perhaps overcharges in taxes, and if 
we are going to try and clean up bad practices or misrepresentation 
in the automobile industry, maybe we ought to do it in our own in- 
dustry, which is the industry of taxation. That is one of our func- 
tions. And perhaps by setting clearly out what the excise tax is, you 
would have a better chance then to let the public know what they are 
paying for the automobile and what they are paying to Uncle Sam. 

Mr. Hursraper. The problem it creates, Senator Monroney, is one 
ot practical operation. The Internal Revenue Code states that when- 
ever you use the word “excise,” you have to use the precise tax on 
each individual automobile. To accomplish that is a gigantic tech- 
nical problem, because of all the variations and combinations that go 
into making up an automobile, and also the fact that with the excise tax 
is figured the tire weight tax and, so, the excise tax is computed by 
us on an average basis as closely as we can follow it. 

For example, the inbound freight is involved in that and we do not 
know what that is actually until the end of the month. So, we aver- 
age it on experience. 

We, in General Motors, have used mostly the term “KOH,” which 
is every a piece of nomenclature—and don’t laugh. 

Senator Monroney. What does that translate to? 


24776—58——10 
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Mr. Hursraver. Excise overage haverage. Yes, haverage is an 
old English insurance expression, and as | said at the outset, it is a 
ae of nomenclature to represent the reimbursement for excise tax. 

hat is purely our point on it. 

Senator Monroney. That all refers to the overage on the tax? 

Mr. Hursraper. It all refers to the reimbursements for excise tax. 
The tire weight tax is involved in that calculation. 

Mr. Power. It is an average, not specific. It is not exact to the 

enny. 

Senator Monroney. Does that include, however, any other charge 
other than the tax account? Is there any overage that results? I 
was told on rather reliable authority that the EOH charge, as prac- 
ticed by most manufacturers, includes not just the simple coverage of 
the excise tax, but under the general inherited customs that has grown 
up in the automobile industry when largely automobiles were loaded 
into freight cars and you had to build in the wooden structures to 
double deck them and to rack them in the car—that that was also a fig- 
ure that was included in this KOH charge and that today under pres- 
ent shipping conditions that charge is not a real charge but is just one 
that has been carried over through the years. 

Mr. Hurstaper. I do not think that that pertains, Senator. 

Senator Monroney. It does not pertain in General Motors? 

Mr. Hursraper. No, sir. 

Senator Monroney. That your EOH charge is strictly a 

Mr. Hursraper. It is as close an average as can be worked out, very 
carefully calculated, and a very complicated problem. 

Senator Monroney. If the committee would decide—I think we 
would like to identify the amount of dollars that do not go into the au- 
tomobile; in other words, we are trying to get an honest price of the 
car. 

Mr. Hursraper. Yes. 

Senator Monronery. And to lump that excise tax in, we are packing 
that with a tax bill. I mean you are part tax collector for Uncle Sam 
and you are part automobile manufacturer. 

Mr. Hursraper. That is right. If you can work out and give us 
the proper language 

Senator Monroney. So you will have the latitude that you do not 
have to hit the split penny. 

Mr. Hursraper. Right. 

Senator Monroney. But it is the average on that particular type 
model or something. That would be—— 

Mr. Hursraper. If you don’t like this KOH, maybe you could get 
a better one. 

Senator Monroney. I could not figure that one out. I do think the 
principle setting out the tax thing—it has been raised by the dealers 
and I think the consumers would like to know how much is tax and 
how much is automobile. Then, we come more to an honesty in 
advertising that this is the factory list price and that United States 
tax is extra. 

Now, we cannot, as someone suggested, put in the local taxes, be- 
cause they vary in the 48 States and would make the thing too 
complicated. 

Mr. Hursraper. If your hope is fulfilled, however, this point is 
academic. 
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Senator Monroney. We would like, if you have any suggestions, 
we would welcome them on how we could write language. 

Mr. Hursraper. Well, if that nomenclature is not adequate, maybe 
they can work on something. As I have said, the Internal Revenue 
Code dictates that when you use the expression “excise tax,” you 
have got to be right to the penny. 

Senator Monronry. We could say approximate taxes. 

Mr. Hoursraper. Approximate reimbursements. In the case of 
Chevrolet division alone, it is estimated that to do this and calculate 
it on each individual automobile, it would cost us a million dollars 
a year. 

Guaintet Monroney. We would not want to do that, but we do feel 
that the general approximation of the tax would be valuable to the 
customers. 

Mr. Power. Even if you calculated the exact tax, if the dealer, as 
frequently happens, gets the car from two different assembly points, 
your excise tax will be different. So, the customer would see a differ- 
ent excise tax on two cars that are identical. the point being the place 
of shipment. That enters into the calculation of excise tax, the des- 
tination charge does. 

Senator Monroney. As I understand this bill, Mr. Hufstader, we 


would have the factory suggested list price, f. o. b. Detroit, f. 0. b. 
basing point. 


Mr. Power. The home plant. 

Senator Monroney. The home plant would be X dollars, approxi- 
mate taxes withheld. 

Mr. Power. Approximate reimbursement for taxes. 

Senator Monronry. That would be shown there. The itemized 
list of the accessories added 

Mr. Power. There is one more point in there, the dealer delivery 
and handling allowance. 

Senator Monronrey. The dealers are pretty anxious to show that 

x pretty 
separately. 

Mr. Power. That is all right. 

Senator Monroney. Various factories have various different han- 
dling costs. 

Mr. Power. That is right; varied by different series within a line 
of car, within a make of car. 

Senator Monronry. That is right. Cadillac would probably be 
more than Chevrolet and for that reason 

Mr. Power. That is right. 

Senator Monroney (continuing). Since we have had some testi- 
mony, we would like to set out the dealers’ handling charges and de- 
livery charges separately. The list of accessories w ould be. listed, and 
then with the price of eek em the approximate tax on the block of 
accesories mounted on the c 

Mr. Bussy. Sir, I think in the bill that is together, the accessory tax 
is in with it, is it not ? 

Senator Monroney. Is it included ? 

Mr. Buspy. Yes. 

Senator Monroney. If you are going to be a purist on it, you should 
perhaps set it out, because you can hang a thousand dollars worth of 
accessories on a car pretty easily these days. 
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Mr. Bussy. You have a retail delivered price suggested by the fac- 
tory for each accessory physically attached to the automobile at the 
time of its delivery to such dealer. 

Senator Monroney. It did not include the tax. Then, we could, by 
another line, Mr. Busby, add the total approximate tax on the acces- 
sories. You have got them all listed. 

Mr. Buspy. Well, let’s get Mr. Hufstader’s suggestions on that. 

Mr. Hurstaper. We have here this. The first item would be manu- 
facturers’ list price; the second item, KOH. 

Mr. Power. Or whatever you call it. 

Mr. Hurstaver. Whatever nomenclature. The third item is sug- 
gested dealer delivery and handling, D&H. That would be totaled 
to be “the manufacturer’s suggested price.” Then, your accessories 
that you are speaking about now would come after that, and if you 
wanted to delineate the reimbursement for tax, do it on the accessories 
the same as you do on this. 

Mr. Bussy. Do you think that is wise, sir? 

Mr. Hursraper. It is only an added complication. 

Mr. Bussy. Would it be a very difficult thing for a company—— 

Mr. Hursraper. Yes; it would be very complicated. 

Mr. Bussy. More so than the other ¢ 

Mr. Hursraper. You are involved in the same process of operation. 
You see, adding this tag on would be a cost, too, and they are important 
these days as always; so, what we are trying to get at, Senator, is to 
try and satisfy the purpose of the bill. 

Senator Monroney. That is right. 

Mr. Hursraper. To which we thoroughly agree as practically as we 
can. 

Senator Monroney. That is the desire, to make a bill workable and 
e not increase the number of operations necessary to carry this into 
eflect. 

It would seem to me—if we do show the approximate tax on the 
car—then we ought to go forward and show the approximate tax on 
the list of accessories. If you list those accessories,-which you do 
under this bill, individually and then you total them, as I understand 
it, then it would be easy to take 10 percent of that as the approximate 
tax because they all carry a 10 percent 

Mr. Bussy. There would be a shipping tax on the accessories, too, 
that would have to go into excise tax. 

Senator Monroney. That comes in shipping, that goes as the car. 

Mr. Hursraper. Mr. Bridenstine points out we have the KOH that 
is calculated on each accessory. Once that is calculated they would 
add—what we are saying is, if you have got a group of accessories— 
let’s assume for the purpose of the point you have a half-dozen acces- 
sories. You havea heater—— 

Senator Monroney. Radio. 

Mr. Hursraper (continuing). Radio, and so forthandsoon. Their 
price is such and such and their KOH adds up to such and such. 

Senator Monroney. It wouldn’t be too difficult, if you are going 
to list the accessories separately, to put the approximate tax on it. 

Mr. Hurstraper. Not while you are at it. Again I underscore, give 
us the flexibility of proper nomenclature so we don’t have to deal 
right down to the last penny, and we can average close enough. 











AUTOMOBILE PRICE LABELING 145 


Senator Monroney. I would like it to be an identifiable term rather 
than EOH. 

Mr. Hursraper. Reimbursement. 

Senator Monroney. Excess, overage; people in Oklahoma would 
say, “He sure has gone fancy.” 

Mr. Hursraper. Senator, last night the driver that drove us over 
I think made a statement that will fit this perfectly. He says every 
now and then somebody has to be wrong to prove the Bible right. 

[ Laughter. ] 

Senator Monroney. I like your suggestion to change “appliance,” 
because you would have to start putting washing machines and refrig- 
erators in the car to make the accessory optional. I believe that would 
be a little more definite. 

Mr. Hurstraper. Yes; that encroached on sovereignty, I bet. 

Senator Monroney. The “destination charge” that you mention— 
that is, the ‘transportation charge” that is averaged out so that this 
thing you do to save the customer millions of dollars in abandoning 
phantom freight, would be the averaged-out “transportation charge.” 
I think this would be better or more easily identifiable than to call it a 
“destination charge,” although the “destination charge” may be clear 
to the people who make the cars. 

I think to the customer they are still a little bit confused if you 
refer to it as a “destination charge.” 

Mr. Hursraper. Well, our suggestion there, Senator, covered the 
= charged to such dealer for the transportation of such auto- 
mobile. 

Senator Monroney. I think that would probably suffice. 

I think in section 4 (¢), which you suggest might make difficult 
what you now do in relieving a dealer of overstocked merchandise and 
take it back in and give it to a dealer who needs that type of car. 
I think this has been a very salutary improvement over the past years. 

I believe that could be taken care of easily in the report. If not, 
we would be glad to include that in the bill because, whenever the car 
goes back to the manufacturer and is resold to a customer, he should 
have the right to affix a new factory price to it. I see no chance of 
evasion. 

I agree a thousand percent with you that we ought to have this 
ready, if we can, by the new 1959 model year, and I believe it would 
make for less confusion, if we could have a date such as you have 
suggested. We were relying on the 6 months to be sure we didn’t 
overly crowd the automobile manufacturers on this, but the quicker 
we can reach it, and most of the dealers who testified estimated that, 
if it was ready by the 1959 model year, it would be the ideal place for 
a changeover. 

We are hopeful that this might be one of the things that will aid 
greatly in the recovery of the No. 1 business. I am always amazed at 
the statistics showing the impact on dozens of American basic indus- 
tries such as lead, synthetic rubber, sheet steel, copper, and all the 
things that go into an automobile. If we could manage in some 
way to put the Amercan buyer back into the showroom, shop- 
ping on a basis that he could understand—and not in the stratosphere 
of imagined or alleged prices—we might be able to make a small con- 
tribution through this. The support of General Motors and the sup- 
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port of the dealers for this legislation is indeed heartening, and better 
than that, and beyond that, is the overwhelming support we have 
received on this from the customers. 

Again, let me assure you that in the minds of the committee this is 
not, by the longest stretch of the imagination, a price-fixing bill; it is 
merely a list-price-disclosure bill. The bargaining begins when the 
customer walks in, and he at least has some point from which he can 
start bargaining on what the price of his used car is worth. 

I believe this disruptive practice of price packing has led to the 
loss of character, respectability, reliability, and responsibility in the 
automobile industry. There has grown up under a situation that has 
concealed the most important thing about an automobile from the 
buyer, and that is what the darn thing is worth, or what the manufac- 
turer says it is worth in his list price. 

Do you have any further questions ? 

Mr. Bussy. No, sir. 

Senator Monroney. Again we are appreciative — 

Mr. Power. May I? 

Senator Monroney. Yes, sir. 


Mr. Power. May I ask if we could think over, over the weekend, 
and perhaps get a letter or a statement in the first of the week, on 
these points that you have raised just to be sure. We would like 
to check with our people on the excise tax on accessories, to see just 
how well it can be handled in line with your suggestion. 

Senator Monroney. Yes. 

Mr. Power. The second thing is I am a little afraid of using the 
word “transportation charge.” The public might think it was the 
actual charge. That has been one of the reasons why we went to the 
term “destination charge” before. Maybe that is the one to use now, 
but we want to make it clear that they wouldn’t expect that it is the 
actual freight. 

Senator Monroney. You mean that this paragraph should be re- 
written, and I am in agreement with you. The amount charged the 
dealer for the transportation of such automobile to the location to 
which it is delivered to such dealer. And I think the transportation 
charge, or any other language, but I think the word “transportation” 
rather than destination is more clearly identifiable to the average 


buyer. ; 

Mr. Power. That is all right, as long as it reads “the amount charged 
for transportation.” If it says transportation charge, it could be 
misleading. 

Senator Monroney. We understand. I don’t know how many of 
the buyers know this is an average transportation charge and the re- 
sult of a lot of work by this committee of getting the abandonment 
of the old phantom freight that bore no relationship whatever to the 
distance from the factory and a lot of other things. ; 

Mr. Bussy. We understand that the charge now, transportation, 
destination charge, is within a few dollars of what it costs to go from 
the assembly plant to any given area. Is that still true? 

Mr. Power. On the overall average, not specifically on each one. 
You will find that in Mr. Donner’s statement, as to how that was 
accomplished to establish that purpose. 

Mr. Hursraver. That was the statement he made before. 

Mr. Bussy. It still applies. 
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We have some recent letters from dealers on this very thing. 

Mr. Power. That has been due to increases in freight, not to any 
change in the policy or price. We wrote you a letter on that. 

Mr. Bussy. May | insert that letter ? 

Senator Monroney. Yes. ; 

Mr. Bussy. We had a letter placed in the record regarding this, 
and this is an answer from Mr. Curtice, who is president of General 
Motors Corp., explaining why freight has gone up in some areas. It 
might be good to have that. oe 

Senator Monroney. Yes; put it in the record at this point. 

(The letter referred to is as follows :) 

FEBRUARY 26, 1958. 
Mr. HArtow E. Currice, 
President, General Motors Corp., 
Detroit, Mich, 

Dear Mr. Curtice: The Subcommittee on Automobile Marketing Practices has 
received several inquiries in the last 6 months regarding freight charges on auto- 
mobiles being increased by your corporation. Typical of these comments is the 
following: “After the 1955 subcommittee of the Senate concluded their investiga- 
tion into the practices of General Motors Corp., and other automobile factories, 
they immediately reduced our freight on new cars from the phantom rate to the 
proper destination charge. This reduced our freight on an average of from 
$144 to $96. However, since that time which was about February 1956, we have 
had 2 freight increases and the freight is now back up to about $113.50. In other 
words, they keep slipping up gradually until we will be right back up where we 
were before.” 

In order to get the full story on this matter I would appreciate your comments. 

Very truly yours, 
A. S. MIKE MONRONEY, 
Chairman, Automobile Marketing Practices Subcommittee. 


JENERAL Morors Corp., 
OFFICE OF THE PRESIDENT, 
Detroit, Mich., March 13, 1958. 
Hon. A. 8S. MrKE MONRONEY, 
Chairman, Subcommittee on Automobile Marketing Practice, 
Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Str: Your letter of February 26, 1958, requested our comments regarding the 
changes in destination charges that have occurred since we appeared before the 
Subcommittee on Automobile Marketing Practices on March 8 and 9, 1956, at 
which time we stated that: “The total amount received by General Motors from 
customers in assembly plant areas is no more than the excess cost of assembly- 
plant operation, including the cost of transporting the necessary component parts 
to outlying locations for assembly, and the cost of shipping the finished cars from 
the outlying assembly plants to the dealers. Thus, the economic benefits derived 
from the operation of outlying assembly plants are now being shared only by 
the customers served by these plants. So-called phantom freight is eliminated 
for these customers, taken as a whole. By the same token, the home-plant areas 
no longer derive any benefit from the net cost savings resulting from assembly 
plant operations.” 

In line with this policy, destination charges were established by formula which 
provided for charging customers actual transportation costs in the home plant 
areas and a maximum destination charge beyond a line about 1,600 miles from 
the home plants. Intermediate area charges were based on the charge at the 
home plant boundary, plus a percentage of the intermediate area rail freight cost. 
The policy, which was explained to your committee at that time, continues in 
effect, and the foregoing statement is still applicable. 

Since February 27, 1956, when this policy was put into effect, actual freight 
rates and vehicles weights have increased, with resulting increases in trans- 
portation costs. As an example, in the case of Chevrolet the transportation costs 
have increased approximately 18 percent. The destination charges for Chevrolet 
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have been increased to give effect only to actual increases in rail- and truck- 

freight rates (filed by the carriers with regulatory bodies) and car weights. 

: location which required a $95 destination charge in 1956 would require about 
112 today. 


The comment contained in your letter does not provide sufficient information 
to permit identification as to the dealer location. However, you will note that the 
increase cited is in line with the changes in freight rates and weights as shown 
in the above example. 

Very truly yours, 
H. E. Currvice. 

Senator Monroney. We had testimony yesterday from 8 Oklahoma 
dealers that since 1955 there has been a mortality of over 600 in the 
State of Oklahoma. Could you give us a breakdown to show the 
attrition that has taken place during this period of jungle-type mer- 
chandising? I think it would be hel ful. We are not trying to spell 
out how many GM or Chrysler or Ford or American Motors dealers 
have gone out—that will not be included as an itemized list of 
dealerships. 

Mr. Hurstraper. What period would you want that for, Senator? 

Senator Monroney. I would say about 1955 if we could. 

Mr. Hursraper. Say we get the number of dealers in the State of 
Oklahoma at the end of —— 

Senator Monroney. No; not Oklahoma. I have the Oklahoma fig- 
ure, but for the Nation. We pledge you it will not be revealed between 
companies—I mean, as to where it would be a matter of advertisin 
or circulation within the trade. We would like this figure assemble 
as to the total dealer mortality, liquidation—most of them have been 
liquidations rather than bankruptcies where a man has become not 
only discouraged at his lack of profit margin, which, as you know, is 
down to seven-tenths of 1 percent, but also with the merchandizing 
methods. 

In talking to the dealers all over the country, I find that the loss 
of respectability in being forced to pack prices has led to a great 
disgust on their part to continue on in an industry that has had to 
adopt the practices of the lowest common denominator in order to 
move automobiles. 

Mr. Hursraper. You say the dealer count at the end of 1955 and at 
the end of 1957. Wecan only give you that as far as we are concerned 
for General Motors. 

Senator Monroney. That is all we expect. It will be kept in strict- 
est confidence as to the various factories. We would like to have, how- 
ever, not the total, because the total may not be reflective, but the ones 
who have gone in and out of business, you see, if that would be pos- 
sible. We don’t want to add an undue burden. But we have been 
trying to get that. We asked for it from the NADA and they find it 
rather difficult because there has been so much turnover, but no factual 
records. 

Mr. Hurstaper. If you want it classified by termination 

Mr. Power. The reason for termination. That is the only way you 
can find out the ones that went out. Some go out for death or other 
reasons. So you would really have to have 

Mr. Hoursraper. In direct answer to the statement that was made 
why the dealers go broke and go out—— 

Mr. Power. Or give up. 
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Senator Monroney. Or give up, that is the thing we are after, the 
bankruptcies and those who give up. 

Mr. Hursraper. We will endeavor to do that for those two periods. 

Senator Monroney. It will be kept confidential between the various 
lines. We are not after anything except an aggregate figure which, 
if it discloses, as this figure did yesterday, that 600 little businesses 
have started, and have had to throw in the sponge, and have been the 
victims of this, it might help us to convince some of the people in Wash- 
ington that they have been straining at a gnat and swallowing the 
camel in regard to denying very small aids in orderly merchandising 
under the guise of antitrust laws—while they have done absolutely 
nothing to prevent the bigger and bigger concentration of business 
under the very laws that they are stretching so much to knock out 
small measures that would provide for orderly marketing. 

If we could have that figure it would be appreciated, and it will be 
held in strictest confidence. 

Mr. Hursraper. We will endeavor to get it for you. 

Senator MonroNry. We would appreciate it. Thank you again for 
the courtesy of coming down here. The fact that the vice presidents 
of the three great automobile companies have felt this bill is important 
enough to the industry and to the recovery of the industry to come in 
person instead of mailing a statement is very heartening, indeed. 

Mr. Hursraper. We very definitely feel that way and we are very 
happy to be here and endeavor to be helpful. 

Sradiee Monroney. Thank you very much, Mr. Hufstader. 

Our next witness is Mr. Walker A. Williams, a vice president and 
vice chairman of the dealer policy board of Ford Motor Co. 

Mr. WiuutaMs. May we have a 5-minute recess, Senator. 

Senator Monroney. Yes. 

(A brief recess was taken.) 

Senator Monroney. The Subcommittee on Automobile Marketing 
will resume its sitting. 

We are glad to have representing the great Ford Motor Co., Mr. 
Walker A. Williams, vice president and vice chairman of the dealer 
policy board of the Ford Motor Co. 

We appreciate very much your coming in person, because the tes- 
timony and the reaction to this price disclosure bill has aroused a 
great deal of public interest, and in some quarters, at least, the impres- 
sion got out that the manufacturers, were less than enthusiastic about 
the disclosure of the list pricing, so the presence of yourself and Mr. 
Hufstader and the vice president, Mr. Jacobson, of Chrysler, here 
has been very heartening to the committee. 

You may proceed in your own way, Mr. Williams. 


STATEMENT OF WALKER A. WILLIAMS, A VICE PRESIDENT AND 

VICE CHAIRMAN OF THE DEALER POLICY BOARD OF FORD 
MOTOR CO., ACCOMPANIED BY RICHARD B. DARRAGH, ASSO- 
CIATE COUNSEL, FORD MOTOR CO. 



















































Mr. Wiiu1aMs. Thank you, Senator. 
This is Mr. Richard Darragh, associate counsel of the company. 
My name is Walker A. Williams. I am a vice president and vice 

chairman of the dealer policy board of Ford Motor Co. I appreciate 
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the opportunity to appear before this committee to express our views 
on Senate bill 3500. 

We at Ford Motor Co. share the concern of the members of this 
subcommittee about the increasing uncertainty and confusion in the 
distribution of automobile engendered by the abuses associated with 

rice packing, false and misleading advertising, and new car boot- 
egging, among other things. We constantly have been and are seeking 
ways and means to eliminate them. 

As we understand Senate bill 3500, it represents primarily an effort 
to assure that every automobile customer has a ready means of ascer- 
taining the manufacturer’s suggested retail delivered price of the 
particular car that he is interested in buying. By the labeling require- 
ments of the proposed legislation, it is hoped to dispel confusion and 
lack of knowledge on the part of the consumer and to minimize, if not 
eliminate, the advertising extravagances indulged in by some automo- 
bile dealers. 

May I say at the outset that we are in full accord with these objec- 
tives. In our opinion, lack of knowledge and confusion as to prices, 
and extravagance and deception in advertising claims, detract from 
the informed and orderly marketing of automobiles. We think that 
informed and orderly marketing of automobiles is important not 
only to the buying public, but to the dealer and the manufacturer 
as well. More importantly, we believe that it also contributes to the 
maintenance of a high volume of automobile sales, which is essential 
to the health of the economy as a whole. 

Before offering our general views with respect to Senate bill 3500 
and its probable effects on our industry as we see them, I should like 
to comment on specific features of the bill. Certain of my comments 
in this respect are tendered only in the interests of clarification; 
others are of a more substantive nature. 

First, with respect to the information that would be required to be 
included on the proposed windshield label under section 3 of the bill, 
the language employed in subdivision (2) of subsection (e) would 
pose, for our company at least, some technical difficulties. We do 
not use the term “appliance physically attached” to.an automobile, 
as is found in this part of the bill. We do use the term “optional 
equipment,” however, which refers to such items as automatic trans- 
missions, power steering, tinted glass, and many other features which 
are substitutes for standard equipment in our cars. These may be 
distinguished from what we call “accessories,” which are additional 
items such as radios, heaters, and outside rear-vision mirrors, in- 
stalled either at the factory or by the dealers, but which are not 
substitutes for equipment otherwise standard in our cars. Possibly, 
that which we term “optional equipment” is what the draftsman of 
the bill had in mind when he used the term “appliance” in subdivi- 
sion (2) of subsection (e). If such is the case, appropriate clarifica- 
tion of the language could readily be accomplished. 

Subdivision (3) of subsection (e) would require the proposed 
windshield label to set forth “the charge to such dealer for the trans- 
portation of such automobile from the final assembly point to the 
place of business of such dealer.” Read literally, this provision 
would not apply to us, nor could it be complied with by our company, 
for we make no such charge. Instead, we make what we call a 
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“destination charge”—a charge with which we believe the members 
of this subcommittee and its counsel are familiar. Here again, we 
assume that appropriate clarification of the language of the provision 
would present no difficulty if it actually is intended that what we 
call our “destination charge” is to be included on the proposed label. 

Turning now to questions of substance, the first is raised by the 
definition of the word “automobile,” contained in subsection (c) of 
section 2 of the bill. By virtue of the broad meaning there given 
to the word “automobile,” the bill, if enacted into law, would apply 
not only to passenger cars and station wagons, but also to buses, 
trucks, trailers, semitrailers, chassis, bodies, and so forth. As to this 
all-encompassing aspect of the bill, we doubt seriously not only the 
need, but the wisdom and the practicality, of applying the proposed 
legislation to any vehicles other than those which are generally re- 
garded as private passenger cars, including station wagons. Most 
vehicles other than private passenger cars and station wagons ordi- 
narily are sold to informed buyers who know the market, who are 
expected to—and do—bargain hard, and who often desire such 
changes and variations in standard models so that, for all practical 
purposes, the vehicles become custom products. Thus, in our view, 
there is no need for a labeling law with respect to such vehicles; 
and because so many of them are of a custom nature, a requirement 
that they be price labeled would be burdensome to the manufacturers, 
the bodymakers and the dealers without conferring any real benefit 
on the buyers involved. 

The second question of substance stems from the proposed require- 
ments in subsection (c) of section 3 of the bill that there be included 


on the label “the name, and the location of the see of business of the 


dealer to whom such automobile is to be delivered.” Presumably, 
this provision is intended to discourage new car “bootlegging” by dis- 
closing to the retail customer of a “bootlegged” car the name and 
location of the original authorized dealer to whom the car was de- 
livered, which would put him on his guard if the original dealer were 
located many miles away from the lot of the used-car dealer with 
whom he is negotiating. In addition to this salutary effect of the 
provision, it is not unlikely that revealing the name of the original 
receiving leader on the windshield label would have an inhibiting 
effect on any tendency that he might otherwise have to “bootleg” the 
car in the first instance. 

The problem raised by the provision is the repressive effect that it 
might have on sales of cars transferred among authorized dealers. 
As those familiar with our industry are aware, many cars are trans- 
ferred back and forth among authorized dealers as a matter of accom- 
modation to the dealers and their customers. With the increasing 
numbers of series, models, options, and accessories offered by the var- 
ious manufacturers, it is not uncommon for a dealer to have an ample 
stock of cars in inventory, but still not have on hand the precise car 
that a customer wants. In such cases the customer frequently can- 
not, or will not, wait for delivery of a car built especially to his order. 
When this occurs, the dealer usually canvasses his brother dealers in 
the vicinity for such a car and offers to buy or trade a car he has on 
hand for it in order to make early delivery to the customer. Indeed, 
in many metropolitan centers dealers have established formal ex- 
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changes, where current lists of each dealer member’s car inventories 
are kept in order to facilitate dealer transfers. In addition to trans- 
fers made for the purpose of filling current retail orders, other trans- 
fers are made among dealers for the purpose of balancing their new 
car stocks. 

The problem created by the labeling provision in view of this 
dealer transfer practice is that questions may be raised in the minds 
of customers who are not aware of the practice and who might 
suspect—incorrectly—that. there is something wrong with the car, or 
else the dealer who first received it would have sold it to one of his 
customers. In other words, the salability of the car might be dimin- 
ished because of transfers among dealers made purely for accommo- 
dation purposes. In our opinion, this should not prove to be a serious 
problem, however, because most dealer transfers occur between dealers 
located in close proximity to each ether. Thus, in most cases, no ex- 
tended movement of the car is involved, and the customer has an op- 
portunity to ascertain from the original receiving dealer the reasons, 
if any, why he did not sell the car to one of his customers. 

The proposed requirement of the bill that the name of the original 
receiving dealer be shown on the label might have a more serious 
effect, however, on the ability of the manufacturer to reroute cars, 
the delivery of which the dealer, for any reason, has failed to accept, 
and upon the salability of new cars reacquired by the factory from 
terminating dealers. In the case of rerouted cars, if the manufac- 
turer were not permitted to relabel them, the label would show the 
name of the dealer to whom the car was first destined rather than 
the name of the dealer who first received the car. In the case of 
terminating dealers, the manufacturer often repurchases all or a part 
of his new car inventory and resells the cars to other authorized 
dealers. The second dealer, in the case of such sales, sometimes is 
located far away from the original dealer. Since all of these cars 
are, in fact, new and unused vehicles, and since the manufacturer 
stands fully behind them as to warranty and otherwise, the manu- 
facturer should be permitted in such cases to relabel the cars and 
show only the name of the second dealer to whom the car is shipped. 

A further question of substance springs from the requirement of the 
bill—perhaps inadvertent—that cars manufactured for or shipped 
to dealers for export bear the necessary windshield label. We doubt 
seriously that there is any need for the price labeling of cars destined 
for export, and considerable confusion might be engendered if the 
proposed legislation were to apply to cars intended for shipment and 
sale abroad. Economic conditions peculiar to the countries of destina- 
tion and the pricing practices of many foreign dealers, in our opinion, 
would render inappropriate any attempt to convey to the ultimate 
purchasers the type of price and other information contemplated by 
the bill in its present form. 

There remain for consideration the possible effects that enactment 
of Senate bill 3500, appropriately clarified and amended, might have 
upon various segments of our industry, the public, and the economy 
as a whole. 

Unquestionably, one of the beneficial effects of the bill would be to 
minimize the abuses associated with price packing. The position of 
our company on this subject was stated by our president, Mr. Henry 
Ford IT, in hearings before this subcommittee 2 years ago, and was 
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repeated by him in a series of meetings later held with all of our deal- 
ers throughout the country. In these meetings, Mr. Ford said: 

We are opposed to price packing. We believe that price packing lowers the 
value of the product, saps the confidence of the customer and brings the self- 
respect of the dealer eventually to the point of no return. When these things 
happen, that dealer no longer is among the most valuable assets of this company. 
We recognize that automobile merchandising is a trading business. 

We know that the price pack has long been considered a prime trading re- 
quirement. Today, its abuses and extravagant proportions demand correction 
and we are earnestly seeking ways and means to make corrective measures 
effective. I recognize that the Ford Motor Co. and its dealers can’t clean this 
situation up fully without the cooperation of the rest of the industry. 

Now, we have not changed our views on this subject since they 
were so expressed by Mr. Ford. We believe that legislation along the 
lines of Senate bill 3500 not only would go far toward correcting the 
abuses associated with price packing, but also would tend to minimize 
the deceptive sales techniques and the dishonest and misleading 
advertising that so frequently accompanies the practice. 

We would not knowingly endorse or support a legislative proposal 
that we regarded as contrary to the best interests of our dealers. 
Senate bill 3500 does not, we think, embody such a proposal. 

We realize, of course, that the risks and implications of such legis- 
lation are broader than its specific objectives; that it may constitute 
a forerunner of broad regulatory legislation that would be contrary to 
the best interests of the industry and of the public. We are aware 
that provisions of S. 3500 would tend to inhibit the freedom of auto- 
mobile dealers to quote initial prices as the circumstances might 
dictate, which many dealers regard as a fundamental right in view 
of their investment and the risks of the business, and which they believe 
would be desirable on occasions as a stimulant to trading, and hence 
to new-car sales. Finally, we know that the bill makes no provision 
for correcting the windshield labels in case of a price change effective 
after shipment of a vehicle to a dealer. 

On the other hand, the legislation is directed at practices, imposed 
upon the industry by a relatively few dealers, that are completely 
offensive to the great majority of the dealers and are contrary to the 
public welfare and the best interests of the industry. We think it is 
essential that these practices be correct, if the industry is to progress 
and continue to serve the public interest. Neither the aalias nor 
the manufacturers have been able to devise measures to eliminate these 
practices. 

I am authorized to say, therefore, that after considerable study of 
the bill, and discussion of it with a number of our dealers in various 
parts of the country, we have concluded that, on balance, the proposed 
legislation is desirable and in the public interest, provided that it is 
amended so as to eliminate the ambiguities and the technical objections 
that I have discussed, and meet any other valid suggestions that may 
come to the attention of the committee. 

Thank you, Senator. 

Senator Monroney. Thank you very much, Mr. Williams, for that 
splendid statement in endorsement of the purposes of the bill. We 
hope that through these hearings we can work out language that will 
accomplish the purposes of the bill, without being disruptive to 
scien trade practices and plans. And it is our hope that these pur- 
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poses can be accomplished with a minimum of dislocation in the 
trafficking of automobiles. 

We have a very distinguished member of our committee here, the 
distinguished junior Senator from Maine, former Governor of that 
State, Senator Payne. I would like to have him take over. 

He has more actual experience in the automobile field than any of us. 

Senator Payne. I don’t know, Mr. Chairman, whether that helps 
much or not. 

I think you have gained probably more practical experience in the 
automobile field than some who have served on “the line.” 

It so happens that I am personally acquainted with the present 
witness. He was previously the branch manager of the Ford Motor 
Co. in Somerville, Mass., that used to supply automobiles to the com- 
panies in which I had the privilege of working. 

Walker, I just want to ask one question. Other than the sugges- 
tions you have made with reference to wording that would fit into 
the particular definitions as Ford Motor Co. uses in its descriptive 
material, do you see anything that is objectionable in the bill, in any 
way, Shape, or manner ¢ 

Mr. WixuiaMs. No, Senator, other than these amendments that we 
have suggested such as the buying back of cars. We think it would 
be well for the committee to consider allowing the manufacturer to 
relabel cars that we take back from a dealer. We think that ought 
to be very much in order and except for those things that we have 
mentioned here; no. 

In fact, as you can see we are highly in favor of it, Senator. 

Senator Payne. I think you have made a very fine statement. I 
agree with it. 

There is one point on which I might slightly disagree with you 
and yet I can understand your position. You say in the next to the last 
paragraph, that the legislation is directed at practices imposed upon 
the industry by relatively few dealers who are offensive to the great 
majority of the dealers. 

Of course, as you know, this goes back to some of the things that 
we worked on previously in connection with the automobile marketing 
practices, under the leadership of Senator Monroney. I don’t think 
it was all actually the dealers. I think there was a lot to be said on 
both sides of the question, and I think there were some instances shown 
where perhaps the great haste and wish of the producers, perhaps 
to reach No. 1 position in the sale of cars throughout the country, 
may have had a little influence in driving some of the dealers into 
an awkward position. 

I know that is open to argument, but 

Mr. Wit1aMs. Senator, in any event neither the manufacturers nor 
the dealers have been able to get together to work out these problems. 

Senator Payne. Right. 

Mr. Witt1aMs. I think this bill will goa long way 

Senator Payne. In other words, you would say that this subcom- 
mittee that Senator Monroney heads up and I have the pleasure 

of working with is serving a very useful purpose in attempting to 
bring together some coordination between the dealerships and the 
manufacturers that otherwise would not be possible to bring about? 

Mr. Witir1ams. Yes, Senator, I think our very statement in here 
would indicate that, because we haven’t been able to do that. 
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Senator Payne. Would you believe, Mr. Williams, that it might 
be a very sound piece of business for the Congress of the United States 
to keep in constant maintenance—regardless of the membership of the 
present members but just as a committee—a committee of this type? 

Mr. Wituiams. I don’t know, maybe you are getting me out of my 
depth here, Senator. [ Laughter. | 

Senator Payne. You know me well enough, so if the question is at 
all embarrassing, Mr. Williams, I wouldn’t want you to answer it. 

Mr. Wiiutams. I don’t think it is embarrassing, necessarily. I 
think that probably it is human nature not to have somebody looking 
over your shoulder. Ordinarily, when a good bill comes along which 
is what we think this is, why, fine. We heartily embrace it with these 
amendments and changes that I have suggested here. 

Senator Payne. I won’t pursue the question any further, sir. 

That is all I have, Mr. Chairman, except to say that I think it isa 
very good statement. 

Senator Monroney. Off the record. 

(Discussion off the record.) 

Senator Monroney. On the record. 

Certainly no member has given more faithful service and more 
effective contribution than the Senator from Maine has in this matter. 

I appreciate the concern, naturally, of any element of our free enter- 
prise system over governmental regulation. Certainly this committee, 
I think, has demonstrated, in our activities in the investigation, that 
we have perhaps accomplished more without legislation, than any 
committee in Congress in recent years has done. For that reason 
all three of us are in favor of the very minimal amount of govern- 
mental regulation. 

But, as you have to have traffic lights to see that the traffic can 
move through a crowded city. This legislation, I think, is in the ele- 
ment of well-defined protection of the public. By advising the pub- 
lic of the current suggested factor price they will have a point at 
which the bargaining can begin. 

In the old days, the price of the model T Ford, for example was as 
well known as the price of the dress of every housewife. The cus- 
tomer knew exactly—$595. , 

Senator Payne. Something like that. 

Mr. Wiiu1aMs. $360 at one time. 

Senator Payne. I used to carry a spare end in the back seat that 
you could change yourself. 

Senator Monronry. You could pay extra for the bumper or for a 
windshield. In today’s age, with people not knowing whether they 
want power steering or “seat adjustments with a memory” or all of 
the myriad things that go into the 1958 category of transportation, it 
confounds even an atomic scientist to figure out what is the price. 
Then to be harassed by the claims and the strident advertising makes 
grounds rules necessary. You can’t play a football game without 
having some order rules of play. 

It doesn’t lessen the competition, it merely says that everybody is 
going to play according to certain fundamental rules. 

It seems to me, as you have stated so well, that the three things 
this bill would help would be: (1) to restore the confidence of the 
public in America’s No. 1 industry. They have lost confidence be- 
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cause of the strident, fictitious claims that scream at them from head- 
lines in every newspaper and from every television and from every 
radio. They have said quite frankly, “to hell with it,” I am going to 
wait and find out a few things before I am going to be able to buy a 
car. There is no one in the automobile market the public trusts. 
Restoration of confidence is needed for the consumer. It is needed 
for the automobile dealer. 

I am afraid the dealers have developed an inferiority complex over 
finding themselves in an oriental bazaar type of business that they 
can’t square with their code of ethics. And if they don’t do that they 
can’t square it with their creditors. The dealers are compelled, there- 
fore, to do that which is objectionable to them. When a businessman, 
faced with promoting sales, is laboring under that kind of a complex it 
is going to be difficult to have a recovery in this No. 1 industry. 

I think you will find that the respectability the bill will bring will 
have great influence on aggressive merchandising. 

No. 2, I think your salesmen have long felt they couldn’t sell the 
car—they couldn’t sell the machinery, although it is mechanical per- 
fection—as all that anybody was interested in was in two prices: 1, 
the dreamed up price with the pack on the new car and 2, the dreamed 
up price placed on the used car that was being traded in. So your 
salesmen have actually been flying blind without a horizon. This 
bill will at least restore a horizon for the pilot to keep his eyes on. 

No. 3 involves advertising and the millions of dollars spent upon it. 
Could you tell us how many millions Ford spends on advertising each 

ear! 
Mr. Witu1aMs. Senator, I can’t; Iam sorry. 

Senator Monroney. But the automobile industry spends 

Mr. Witu1ams. Spends a lot 

Senator Monroney. The automobile industry spends hundreds of 
millions of dollars, I believe, on advertising. I am one who believes 
in advertising, but having written it for a long period of time I know 
that the thing most essential in making an advertisement pull is to 
answer the question of the buyer who is reading that ad: How much 
does the darn thing cost? And yet, it has been a number of years 
since I have seen the beautiful colored magazine ads for such terrific 
cars as the four-seated Thunderbird, which even enticed our committee 
counsel to buy one, but nowhere in that 

Mr. Witu1aMs. Congratulations. 

Mr. Bussy. Thank you, sir. 

Senator Monroney. Nowhere in this beautiful presentation could 
you find the price of the car. 

Mr. Wiutu1aMs. That is right, there was no price on it. 

Senator Monroney. It seems to me you are missing the fundamental 
point of contact with the customer. You have either gone underneath 
him or over him, but you haven’t hit him. Until you do, you are 
going to have difficulty in selling. 

Mr. Wuiams. Senator, we want people to be familiar with these 
suggested delivery prices. 

In regard to that particular Thunderbird ad, though, we didn’t put 
a price in there. I have it here. That was a matter of the business 
judgment. Now, rightly or wrongly we decided to put in a beautiful 
picture of a good looking automobile, hoping that it would pique the 
public interest and they would come into the dealerships then. 
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Senator, I am delighted to tell you they came in and we haven’t been 
able to produce enough to meet the demand right now. 

Senator Monroney. Congratulations to you on that. 

This job has caused me to watch automobile advertising to see what 
is the latest gimmick. One dealer has sent two people as far as Florida 
for a winter vacation. 1 am waiting now until they have a trip for 
two people around the world. 

The list price will almost eradicate, I think, the phony, gyp adver- 
tising that has become such a part of automobile advertising and will 
take us back to the good old fundamentals that made the industry 
great. By operating under a list price, you will restore public con- 
fidence for hundreds of people walking into the showroom who will 
know the price of the car 1s going plainly labeled. 

I went to the great automobile show here in W ashington. It was 
a terrific display “of the finest cars I have ever seen. I was interested 
in buying a car at that point. Yet I couldn’t tell out of the dozens 
of models, what was the actual price of any car shown. I would find 
a salesman who was always so harassed that if you finally got his ear, 
he would snap something at you. It was impossible to ‘walk from 
model to model and tell the cost of each. 

1 left the automobile show completely bewildered as to what car 
was the best value or what the comparability of Chevrolet or Ford or 
Plymouth was on the automobile show salesroom floor. 

Now, there were thousands of dollars spent to produce that show. 
L just ‘wonder if a lot of other people were like me—almost em- 
barrassed to go up to the harassed salesmen, with a whole crowd 
around them, ‘and tug at his coat tail and say, “Could you please tell 
me what this car costs?” The cost wasn’t shown on the models, I 
think it is time for a good old Billy Graham revival in the automobile 
industry—perhaps all the branches of the automobile industry com- 
ing in and speaking in behalf of turning over a new page, a new 
policy, and the public strongly in favor of this bill, as evidenced by 
the editorials, maybe it will really do more in a recession arresting 
way than we know. 

In going through your specific criticisms, I think you are absolutely 
right that we have gone far too far on our definition of automobiles, 
and certainly we w ‘ant to confine this to those cars that move freely 
into the customer’s hands for ordinary transportation and not spe- 
cialized transportation. I think we can do that easily. 

I still feel that we are going to have to have some word that will 
show not in the words of “destination charge” but the transportation 
charge. We can arrive at that, I think, with proper language. 

We know that Ford was the first to abandon phantom freight, 
although they denied there was such a thing, they led the path that 
got this thing out of the automobile picture. Saved $212 million 
before it was through by the buyers 

Mr. Darracu. No: they saved some and put it on the others. So it 
was even. 

Senator Monroney. Mr. Henry Ford, that day in the hearings, 
when we were asking about the transfers. 

Mr. Darracu. He didn’t agree with that. 

Senator Monronry. F inally, when we asked him if there had been 
any transfers out of the freight in the surplus 
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Mr. Darracu. No, we cut the price on the people in the west coast 
and put it on the people in the middle part of the country. The west 
coast gained but the people in the middle part of the country lost. 

Mr. Bussy. It wasn’t Mr. Ford, it was the freight expert that 
testified. 

Mr. Darracu. No, but nobody gained on that, Senator; no customer 
as a whole gained or lost. 

Mr. Wuu1aMs. Here is the gentleman right back here, Senator. 

Senator Monroney. The purpose of this hearing is not to retrace 
the phantom freight. You might refigure it in Oklahoma. 

Mr. Darracn. It went up in Mie higan, it cost the Michigan people, 

nd down in Oklahoma. 

Senator Monroney. Fortunately, there was no Michigan Senator 
on this committee. 

But I do think that the “transportation charge” or something ap- 
proaching that to more clearly identify it would be better than “des- 
tination charge.” We don’t wish to make any change in the general 
practice of the figuring of transportation. 

We feel there is no packing as you wisely say in the things sold to 
the truck buyers. It might be well, in order to show good faith, to ask 
the dealers to post a list. price of the trucks so that you w ould not be 
accused of leaving that thing wide open without determination. 

Mr. Witr1ams. I think that would work out all r ight. 

Mr. Darracu. It would be meaningless in most cases, Senator. It 
wouldn’t mean anything, but we would be glad to do it. 

Senator Monroney. On the identification of the purchasing dealer, 
I still would be inclined to insist that we want that on the label. The 
transfers which you admit are freely done among the dealers in the 
area on a cooperative basis as a favor to the ct ustomer will be well 
understood by the customer and appreciated. I mean the fact that he 
has gone from Oklahoma City to Tulsa to pick up the color of car or 
the accessory that the customer wants on it instead of waiting for 2 
months is just an extraordinary service that I think the dealer w vill say, 
“T have done this for you.” If he has to go clear to Kansas City, you 
are not going to mind that. 

Mr. Darracu. Senator, many dealers think this will be a deterrent 
factor, so do many of our salesmen. On balance, we think it is better 
to do it rather than not do it. 

Senator Monroney. Is it not another good em a used-car dealer 
in Muskogee, Okla., unveiled the new Ford a year ago. And it cost 
the Ford Motor Co. thousands of dollars to find chee where that car 
came from. 


Mr. Darracu. No. We know what you have in mind, but it would 
be better not to say. 

Senator Monroney. Any way, we think that if it is in the locality, in 
the neighborhood, if itisa reasonable thing, it is not going to make 
any difference in the world, but if that car comes from the State of 


Maine and is sold in Oklahoma, the purchaser is going to start asking 
questions. 


Senator Payne. They should. 

Senator Monroney. Or vice versa. 

But we are in complete agreement that the relaying by the factory 
and even the relaying by an authorized factory representative of a 
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car transferred from a dealer to another could be done in the area 
or by the district office. It is merely a matter of pointing out that this 
requires factory labeling, but it can be done as long as the car has not 
been sold. 

Mr. Buspy. Senator, for the record on that point, section 3 reads: 
“Every manufacturer, shall, prior to delivery of a new automobile, 
firmly affix a label.” 

Well, a car wouldn’t become a something other than a new automo- 
bile before the car was delivered—even to the second dealer. 

Mr. Darracu. But you can’t alter the label. The point is you have 
another provision that you can t alter, change, take off, replace, or do 
anything with the label. That is the hook, not what you s said. 

Senator Monroney. We will assure you that is going to be taken 
care of. 

We also agree in order to avoid any slippage—maybe your cars 
for export—we should have in the report or in the bill itself that cars 
going for export shall have a sticker placed on for export and it will 
not require the 

ir, Datauan, No; they shouldn’t have, Senator. 

Mr. Wiurams. You don’t mean a label. You just mean a sticker that 
says that this car is for export. 

Senator Monroney. That is right—would avoid the compliance with 
the bill. In other words, every car you manufacture shall contain a 
label, if it is for domestic use it will contain these things. If it is for 
export it will contain 

Mr. Darran. Senator, we don’t know when we build it that it is 
going for export. That is one of the problems and it is a technical one. 

Senator Monroney. I imagine these stickers will be placed just be- 
fore you ship it. 

Mr. Darracu. We don’t know the dealer exports it. 

Senator Monroney. Yes; he does. 

Mr. Darracu. You would be surprised. Our Brooklyn dealers 
compete all over the world. 

Senator Monroney. This brings up another point over that. 

Mr. Darracu. We can fix, that, Senator. That is a minor thing. 

Senator Monroney. We are not trying to prevent a dealer from ex- 
pores it, that is perfectly all right. “We were thinking about the 

‘ord Motor Co. exporting its cars ‘and those that go from ‘the factory 
and the assembly plant and very clearly carry a “for export” sticker 
on it. So long as it is outside of the continental limits of the United 
States, our laws don’t apply anyway. They can be removed by the 

recipient dealer or even at the port of embarkation, if you wish to do 
that. 

Mr WituiAMs. The only thing, if we can avoid putting the label on 
it will save just that much cost, you know. 

Senator Monronry. We deeply appreciate the care that you have 
taken to help us with this bill. We want it to work. I don’t feel it is 
as good as many of the dealers and other people have said it is, but I 
do think it may get back to a solid foundation for effective merchan- 
dising, salesm: anship, and the sale of cars instead of the sale of phony 
gimmicks that have replaced the down-to-earth thing that gave us this 
great distribution system of our automobiles that liter ally put America 
on wheels. 
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Do you have something else, sir? 

Mr. Darracu. No, Senator. I was agreeing with everything you 
say. Weare for the bill. 

Senator Monroney. Thank you, sir. 

Mr. Busby has a question. 

Mr. Bussy. One question for the record. One of your competitors 
just testified that all reference to assembly plants should be taken from 
the bill. 

Now, would you like to comment on that, gs Williams ? 

Mr. Winurams. W ell, I would say this, I really think it is kind 
of meaningless to a customer, frankly; we get our cars to him by con- 
voy or freight, and in the case of restriction or in the case of a de- 
pressed area where that plant might be down we might ship cars a 
long way; for instance, to be exact about it, a year or 2 years ago 
we shipped station wagons back from Long Beach to D: alas. and I am 
a little of the opinion that if that had a Long Beach sticker on there 
in Texas that Make might be a little wondering on the part of cus- 
tomers as to what was going on, while actually there was nothing 
wrong with it at all. And we do have to crisscross like that. 

Senator Monronry. Since the destination has no relationship to the 
freight anyway 

Mr. Witurams. That is right. 

I really don’t think it is necessary and I think it might lead to 
some confusion and might create some dealer resistance or some cus- 
tomer resistance to that particular car, and I think that is the last 
thing we want to do. We don’t want to throw anything in the way 
of making 

Mr. Buspsy. Do you think the customer has some right to know 
how the car was transported from one place to the other / 

Mr. WiutuiaMs. Sure. You bet. 

Mr. Buspy. And if so, how far it was transported and therefore, 
where the thing was assembled ? 

Mr. Wua1ams. Mr. Busby, I don’t think how far makes too much 
difference, really; if it is new car, built in one of our plants, we got if 
there in the fe epted way and we stand behind the warranty and 
everything. I just believe it would create a little confusion if we 
would ship from Chicago to Los Angeles or if we shipped from 
Los Angeles clear up into central Montana we put the assembly plant 
on there and sometimes for restriction as | say we may crisscross, we 
may have an awful long haul. Actually it doesn’t hurt the car to 
go that far because it is carried there in the right manner, but I 
am just afraid it might be misunderstood, and I am afraid it might 
slow down the sales pace and throw just a little resistance in the 
dealers’ efforts. Now, that is my only point. 

Senator Monroney. I am kind of inclined to agree with Mr. Wil- 
liams because they make a lot of Fords in T exas, and Oklahomans 
would be very suspicious—that there would be too much air in the 
tires. 

Mr. Darracu. They put the sticker on “Built in Texas by Texans.” 

Senator Monroney. We want you to build some in Oklahoma, 
“Built in Oklahoma by Indians.” 

On the method of transportation, I think the testimony of the pre- 
vious witness, Mr. Hufstader, would be rather cogent. It doesn't mat- 
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ter whether it comes by boat or rail. The transportation price-is on 
there. The only thing we are trying to show is when it is driven by 
other means. If it becomes customary to intermix the methods of 
shipment and drive cars 1,500, 3,000, 4,000 miles for delivery, that 
should be shown on the label. I think the bill could be reworked so 
that if transported by other than conventional transportation that it 
would be shown, you see. You shouldn’t have to put a tag on it and 
worry about whether you are going to ship that out in a trainload of 
Pennsylvania cars or whether you are going to put it on a boat and 
take it around Fred Payne’s territory—or you may be shipping them 
by air one of these days. 

Mr. Darracu. Actually a customer can tell if he looks at the tires, 
he can tell whether it has been driven. 

Senator Monronry. They are not quite that sharp. 

Mr. Darracn. If I lived in California, and it came to me convoy, 
boat, freight, but I would like to know whether it was driven 2,500 
miles. 

Senator Monroney. That gives assurance a new car is & new car 
and that is what we are driving at in this thing. 

One thing you haven’t mentioned. There has been some testimony 
by Chrysler and General Motors regarding the showing of the excise 
tax as a separate item. It was testified to and urged by the dealers 
rather strongly as a separation of the price of the car from the price 
of the taxes. Since this is a disclosure bill, we in the Congress feel 
that. we should also disclose the tax collector's price. 

Mr. Witiiams. Well, Senator, I know exactly what prompted the 
dealers to make that suggestion. I am sure they felt that by high- 
lighting it it would rally the public around to making demands to 
have that either eliminated or cut. That is an amendment that we 
haven't had a chance to study. We prepared our statement before we 
knew about that. If it is all right with you we would like to turn that 
over in our mind a little bit and come back to you. 

Senator Monronry. That would be fine. Actually we hope it is 

yurely academic—that we may be able to at least suspend the excise tax 
for 12 months to stimulate sales and then maybe take another look at it. 

Are there any further questions ? 

Senator Payne. Of course, that excise tax appears on your billings 
anyhow, Walker, so as far as the extra work is concerned there wouldn’t 
be—— 

Mr. Darran. It isn’t the work. 

Mr. Wituiams. That is right; it does appear. 

Senator Payne. The closer you can bring the public into the posi- 
tion of knowing that this that they are buying is so much for the 
item and so much for the tax, the better off you are, because I think 
they might take a little more interest in the Government. This busi- 
ness of a tax being hidden all of the time, many times makes the pub- 
lic think, “Well, we are not being hit at all on a big tax.” I just think 
the closer you can bring the people to knowing what the taxes are 
that they are paying—local, State, or national—the more you encour- 
age people to take a little more interest in the Government. So I 
can’t see too much argument on it. 

Mr. Darracu. There is another side to the coin, Senator, that we 
will bring up to you. 
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Senator Payne. Let me just ask this finally and I will be very brief. 
Maybe this isn’t a question, maybe this is a statement. 
Walker, the little experience that I had in the business was at a 
time, of course, when generally cars were at somewhat of a premium. 
a the’ dealer was not in the position of trying to build up 
“pack” "the price of a car. Neither was the dealer try ing to give 
treineudoias allowances to make them believe they were vetting quite 
a bargain in the end result. So the buying public was able to take 
cars then and not be caught in this proposition either. The dealer 
was in a situation where the customer would buy a car at a price, and 
the dealer would tell him what the price of the car was, and he was 
told what the amount of used-car allowance was so the customer knew 
it cold, pointbl: at least in the business I was associated with. 
Now, you have gotten into a proposition in recent years where that 
pack’ has gone on and every dealer tries to outdo the other one on the 
amount of the trade-i in, the allowance, and he builds the thing up 
so as to be able to get that allowance up high. The fellow that buys 
thinks that when the time comes to swap at the end of a year, he is 
going to be able to turn around and walk in to a dealer and he is 
going to be able to get a beautiful allowance again. He suddenly is 
finding out to his dismay there is an awful depreciation taking place in 
his car between the time he got his original allowance and the time he 
walks in to get another one. I think that and the long-term financing 
have an awful effect upon the ability of the buying public to keep in 
pace with what we normally expect as a turnover of cars on the new- 
car market all of the time. 

Now, am I right or am I wrong on that? 

Mr. Witu1AMs. Senator, I think from the standpoint of that pack 
you are absolutely right. There is a tendency for dealers to probably 
try and outdo each other on that. The nice part about this is that 
your bill, when it passes, we will all start from scratch. In other words, 
they start to trade fr om the suggested retail price not from one price 
here, maybe another price over there, and while a dealer, as I under- 
stand it under this bill, can put any price on it he wants on there, 
nevertheless the fact that the label is on there with the suggested list 
price I think has the tendency to make everybody start from the same 

lace. I think it will be productive in eliminating a lot of this mis- 
febiling advertising that says a thousand dollars’ discount. 

Now, on your long-term financing, if I can just speak as I see it 
now, I will have to give just my own personal opinion on that. 

I don’ know that it is well for us to criticize a man that buys a 
new car and the only way he can afford a new car is to take it on 36 
months. If his credit is good and everything checks through, I 
think it is kind of tough for us to say, well, you are barred from hav- 
ing a new car because you have got to buy it under 36 months’ term 
instead of 24. 

Now, I am sure that isn’t what you are talking about. 

Senator Payne. I am not talking about that. 

Mr. Witurams. You are talking about loosely giving credit. 

Senator Payne. I would love to see every individual who wants 
an automobile be able to afford one and get into one. I would like 
to see them have two cars if it is possible. 
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Mr. WitiraMs. I think actually this matter of whether a man buys 
it on 24 months or 30 months depends on the man and his credit 
rating and his future prospects. 

Senator Payne. But what has happened here is that the fellow 
has to put it on a 36 months’ basis. It is a matter of sheer necessity, 
because the pack that goes on to the car plus the tremendous increase 
in the costs of our cars. There is no longer anything that we can 
normally consider as a low-priced car, to be perfectly frank. With the 
price and with the pack and everything that goes in when the poor 
guy gets up there and he trades in his car and he sees the balance that 
he has got to pay on the thing, he has only one recourse—he says, 
“What is the longest period of time that I can pay for this thing,” and 
it is 36 months. Then the poor devil sometimes finds out, as we learned 
in our other hearings, that he wasn’t through in 36 months. 

So I think all of those things have done an awful lot of harm to the 
industry, to the manufacturer, to the dealers, to everybody concerned, 
but more so to the buying public that, after all, are the people that 
have got to keep this industry alive. They are the only ones that will 
keep it alive. 

Mr. Wiiu1aMs. Senator, you and I were talking about two different 
things. I understand exactly what you had in mind and meant now. 
And the point I was making here was, well, I think it was clear and 
there is no difference of opinion, I don’t think, between us, but I was 
on a different track from what you were on. 

Senator Monroney. I think what the Senator is complaining about 
and what I worry about so often is that some dollars that would be 
going into the manufacture of more automobiles is going into interest 
and other costs. If you compare the money made by the finance com- 
panies, I mean, the interest rates collected, you will find it comes to a 
substantial percentage of the total automobile sales. 

Senator Payne. And the insurance costs were included, as we found 
out in some other he 2arings. 

Mr. Wiiu1aMs. I would have to let the finance companies tell their 
own story because we don’t have one and I am not thoroughly familiar 
with it. There is just one thing I would like to say. I am awfully 
glad that this country had the time-payment provisions and credit 
provisions because I am sure that it is aided materially in the growth 
of the United States and the automobile business and many other 
businesses. 

Senator Payne. I wouldn’t even own a home today if I couldn’t 
have bought it on time. 

Mr. Witut1aMs. The sins of it, let’s don’t talk about it. 

Senator Monroney. One point that was brought out rather force- 
fully on the evils of the pack has been that if the car is packed, the 
credit for the trade-in is not deducted from the sales tax in most 
States so the customer is penalized even though the pack is given back 
on the trade-in. He is penalized by a 2- or 3-percent sales tax on a 
gross purchase. But the evil isin the pack. There are only a very few 
States that put a net sales tax on the price of the car after the trade-in. 

Senator Payne. Mine happens to be one of them. 

Senator Monronry. Those northern people don’t put up with it. 
Oklahoma happens to be another one of them. The majority of the 
States, I believe the testimony of the NADA was, they figure the 
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sales tax of the State on the original price of the car without the 
trade-in being deducted. So you have extra costs there. The insur- 
ance is usually written on the sales price of car, so no matter if the 
pack has been canceled by the excess price for the used car, your 
insurance runs way up. ‘This results in a vastly excessive insurance 
premium for which the owner will never be reimbursed if the car is 
stolen or destroyed by fire or smashed in a collision. 

Mr. Witx1ams. Packing makes some economic loss. 

Senator Monronry. I think it runs into hundreds of millions of 
dollars a year to the consumer even though his net “difference” could 
be the same as an honest trade-in. The insurance and sales taxes and 
other things pyramid this cost beyond what most people imagine. 

I am delighted that almost everyone who has testified has spoken so 
highly of the bill and it’s probable effect as an antirecession measure. 

Do you have anything further, Senator Payne? 

Senator Payne. Just one final question off the record. 

(Discussion off the record.) 

Senator Monroney. On the record. 

Do you have further questions? 

Mr. Bussy. No, sir. 

Senator Monroney. Mr. Williams, we thank you very much for 
your helpful appearance here and for your coming down in person 
to give us the advantage of your testimony. It will be very seri- 
ously considered as we try to put the bill together. 

Mr. Wuiuiams. Thank you. 

Senator Monroney. Thank you very much. 

Mr. Darracu. It wasa pleasure to be here. 

Senator Monroney. I would like to introduce, and if he has a 
word to say, one of the distinguished automobile retailers of the 
country, Mr. Carl E. Fribley, of Norwich, N. Y., past president of 
NADA and one of the men who originated the ethical programs and 
the dealer ethical standards for NADA. 

We are glad to have you here, Carl, and if you would care to say 
a few words to the committee at this time, we will be delighted to 
hear you. 


STATEMENT OF CARL E. FRIBLEY, NORWICH, N. Y., PAST 
PRESIDENT OF NADA 


Mr. Fristey. I have been in upstate New York all week digging 
out the cars from the snow banks. I have some good news for Mr. 
Williams and Mr. Hufstader. They are beginning to move a little 
bit. Weare happy about that. 

I have not seen NADA’s testimony, but I would like to make this 
comment. I think you know personally, and Senator Payne, it was 
in the fall of 1956 when we were together at Maine and also again at 
Minnesota on a speaking swing that year that we talked a lot about 
this price packing, and at that time I had said very clearly that this 
price packing in the retail business started as near as we could date 
it in the late summer of 1953. A certain decision of a certain manu- 
facturer, that I do not choose to name, started it and everybody else 
went right along the line with this price packing. 

I started then a one-man campaign and began to pick up recruits 
too slowly over the years to try to lick this thing. So, naturally, when 
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the Monroney truth-in-labeling bill was dropped in the hopper, I was 
just about the happiest person in these United States because I felt 
then you were attacking the problem the way it should be attacked 
and that there was a wonderful opportunity, unfortunately, to do by 
legislation what we should have been able to do, what the manufac- 
turers and the dealers—I am not going to take all the blame for the 
dealers—but we as an industry should have done, self-policing. I 
think you have a bill on the road that will do this job. 

I might say this to you, Senator, I naturally have friends who are 
interested in the Washington scene even though they may not be in- 
terested in the automobile business. There have been a number of 
comments to me in the last couple of weeks from the most unusual 
sources—pharmaceutical people, bankers, several other textile people 
who I had thought had no interest at all in the automobile business 
that commented on this truth-in-labeling bill. 

I think it is time that this business which comprises one-seventh of 
our economy be taken out of the oriental-bazaar stage. It is a pitiful 
thing to see the confusion that exists among people as they go around 
and shop automobiles. I can say this, we are fortunate because we are 
in a single city town and we are 40 to 50 miles away from any price 
packing, but even so, we are shopped and we have prospects that drop 
in from other towns and we quote prices to them an this has been 
going on for 4 years and they just cannot understand how the price 
could be $200 or $250 higher in another town and yet the difference 
was the same. 

Well, then, they sometimes add it up and say, well, if a fellow will 
do that I guess maybe I better give you my business because at least I 
think you are trying to give me an honest price and the difference is 
the same. It won't cost me any more and if a man will price-pack his 
car, he might do something else to that automobile. So, there has been 
some reserve for it. 

I just wanted to say I happened to come into town for a meeting to- 
morrow. I went up to the office and found all the boys were down 
here to your meeting so I am very happy to be here and sit in on the 
end of your hearings. 

Senator Monronry. We appreciate your statement very much and 
would you say, as a dealer, that if the confidence of the buyer is re- 
stored that it would have a tendency to stimulate automobile sales, 
stimulate shopping, and inform the public properly in the advertising 
of what the thing is going to cost them. 

Mr. Fristey. Senator, there isn’t any question about it. I mean, 
the confidence is the backbone of our business and unfortunately it has 
been weakened in the last 3 years. We went into the three “overs” 
this past year—I heard Senator Payne discussing that with Mr. Wil- 
liams—they are the overpowered, oversized, and ov verpriced. So, 
between the three of them and the loss of confidence, it’s little wonder 
that we haven't been selling cars. 

Senator Payne. Do you think this sunshine coming out is going to 
make people feel a little better. 

Mr. Fristey. I think this, Senator. After all, this country is too 
sound fundamentally to go completely to the doldrums or to the dogs, 
and I do not think we are headed into a recession, but, on the other 
hand, I cannot believe that we will, even with the sun coming out and 
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despite the “you auto buys” and pressures being developed by the 
industry, I still don’t think we are going to have a 6- million-car year, 
I don’t think we are going to have a 5-million-car year; so it won’t be 
as good for the general economy if one-seventh of it is, say, operating 
at 75 percent, to ) be a total loss of 3 or 4 percent of our whole economy. 
But, I think we will have business. 

Senator Monroney. Let me ask you another question. It is not on 
this bill. I, for one, certainly hope that the Congress will have before 
it this session the excise tax on automobiles and other items. 

Several of my dealers have expressed something that astounded me 
at first. I had supposed that they all wished to repeal the 10-percent 
automobile excise tax, and they say, “No, we would not like to have it 
repealed, we would like to have it suspended for 12 months, take a 
look at it and see how it works, then it would give us a sales advan- 
tage in that we know the car will be 10 percent less to the buyer for 
12 months.” It would stimulate to a degree that they would perhaps 
advance their shopping for a new car while the cert: uinty of the relief 
from excise tax was invoked. I wonder what you think of that as a 
dealer of long standing. 

Mr. Fristey. I don’t know, Senator, whether you would like the 
top of my head reaction to that. 

Senator Monroney. It sounded pretty good. 

Mr. Frisiey. I think this. In upstate New York we are pretty 
much like New England; to me that smacks of a gimmick. It is a 
gimmick that you better buy inside of 1 year. Basic ally, what I feel 
about the excise tax is very simple. There is no justifie ation for ex- 
cise tax on a commodity that our economy depends on to be success- 
ful. You can’t run this thing with public transportation any more. 
You have got to have private automobiles and when you start excise 
taxing that in the same ¢ ategory that you do whisky and jewelry 
and that type of thing, we are off base. 

So, No. 1, the excise tax should be off completely. I have a series 
of compromises or trading positions going down if we can’t get 5, 
let’s take 7. I mean if we can’t get 10, let’s take 7, then down to 5. 
Let’s get something on this thing and keep it off. 

But this idea of doing it for “| year smacks a little like a gimmick. 
I think you would stimulate it.” Where would you be next year? 
Most of us like to look at it for 10 or 15 years. 

Senator Monronry. There is a strong feeling that a 10-percent 
sales tax on an automobile is just entirely too much for the necessity 
that a car has become in everyday life in this country. 

Mr. Fristey. That is exactly the way I feel about it. I think I 
told you that 2 years ago when I testified about that little ignition 
plant of Bendix and how they built it up during the war which they 
couldn’t have done without the cars. 

Senator Monroney. If car sales can be put back to the 6 or 7 mil- 
lion figure, there is no doubt in your mind at all that you would have 
probably the best means of recovery possible under our free-enter- 
prise private business system ? 

Mr. Fristey. | think it is much more important to cut—if you are 
going to make any tax reductions they should be in the area of excise 
taxes because they will then be stimulator s to business. 

Now, if you cut off the personal income tax and somebody has 
thirty or forty dollars extra, what does he do with it? He either 
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takes it out for the weekend to the bar or puts it in the bank, depend- 
ing on his nature. Neither one is doing him much good. If you did 
this you would help the folks in Akron in rubber, and help them in 
Pittsburgh and Gary in steel, and you certainly would help Detroit, 
and I was astounded, as I came down on the plane, to read that figure 
in Detroit of 209,000 unemployed in Detroit today, where in the whole 
State of New York there are only 253,000. 

Senator Monroney. The figure is growing in Pittsburgh and other 
places where the decline of automobile sales back up into the steel 
industry. I think the figure was above 80 percent on sheet steel pro- 
duced in the United States as consumed by the automobile industry 
and 50 percent, almost, of Jead products. 

Mr. Fristey. I think, Senator, you and Senator Payne and Sena- 
tor Thurmond probably have more knowledge because you have 
studied it harder in the last few years and have got to lead the fight 
in there in the Senate for this thing because some of the other Sena- 
tors, I am sure, are not as well acquainted with the industry as you 
are. 

As you know I have a neighbor Senator up there that I have talked 
to and I find he is very sympathetic with your point of view and 
mine—I am speaking of Senator Ives. The other Senators don’t 
understand the interrelationship of steel and rubber to this automobile 
economy. 

Senator Monroney. I feel as you do, and I think Senator Payne 
does, that the reduction of taxes would be more productive of addi- 
tional employment if it were in the excise-tax field—even in jewelery, 
may I say, because you have to buy knives and forks and a few things 
beside diamond tiaras, you see. That becomes kind of a necessity, too. 
So, there is unemployment growing in all of these fields. 

It is particularly bad where we have a heavy excise tax on items 
before World War II that have become considered necessities. 

Now again, thank you for all you have done for the automobile in- 
dustry and for helping this committee with your advice and counsel. 

Mr. Fristey. Thank you, Senator. 

Senator Monronry. We have our last witness of the day, Mr. Val 
Jones, executive secretary, National Independent Automobile Dealers 
Association of Washington, D. C. 

Mr. Jones, we are happy to have you here. We appreciate any 
statement that you have to make. 

You may proceed in your own way, Mr. Jones. When you finish we 
may wish to interrogate you. 


STATEMENT OF VAL T. JONES, EXECUTIVE VICE PRESIDENT, 
NATIONAL INDEPENDENT AUTOMOBILE DEALERS ASSOCIATION 


Mr. Jones. My name is Val T. Jones. I am executive vice president 
of the National Independent Automobile Dealers Association, and I 
appear here today to set forth the association’s opposition to S. 3500. 

The National Independent Automobile Dealers Association prior 
to June 1955, and to that date from its origin in 1946, was known 
as the National Used Car Dealers Association. The sale of new auto- 
mobiles by many nonfranchised retailers who were members of the 
NUCDA, made “used car” a misnomer for the association. Thus, the 
words “independent automobile” was substituted for “used car.” 
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During these more than 11 years, State and local associations af- 
filiated with the national organization have been formed. These 
State organizations, with combined membership totaling some 11,000, 
elect directors to the national association. 

This board sets forth the program and determines policy of 
NIADA, and elects the association’s national officers. As executive 
vice president, my obligation is to carry out this program. 

At the last meeting of the board, held November 26, 1957, 1 of 2 
resolutions adopted unanimously, is explicit in the association’s atti- 
tude toward S. 3500, even though it predates introduction of the bill, 
and is likewise explicit in the course that I, as executive vice president, 
should follow. A copy of these resolutions are attached to my state- 
ment, but here are portions more pertinent to the association’s stand 
on such legislation and my authorization as a spokesman in opposi- 
tion : 

Whereas the National Independent Automobile Dealers Association believes 
that arbitrary restriction on the sale and/or distribution of automobiles will 
be in conflict with the public interest : Therefore be it 

ResoWwed, That the National Independent Automobile Dealers Association 
actively and vigorously oppose any effort to limit the sale of new or current 
model automobiles by franchised dealers only : further 

Resolved, That the executive vice president and general counsel be and are 
hereby authorized and directed to take every step they deem necessary to further 
the principles set forth in the foregoing resolution * * * 

Hidden behind the publicized intent of this bill to affix prices on 
new automobiles is the mechanism which, by intent or accident, can 
eliminate nonfranchised dealers from competing with franchised 
dealers in the sale of new cars. 

It could well be that a paternal concern of the Congress for the car 
buyer might result in throwing out the baby with the bath water. 

Certainly, section 3 (a), providing for prominent display of the 
name, make, model, and serial number of an automobile, would be a 
convenience, and section 3 (b) by itself is without consequence. 

However, it is in section 3 (c) there exists a threat of restriction 
to the sale and distribution of automobiles. 

Under the free, competitive economy that currently exists in auto- 
mobile retailing, an automobile dealer buys his merchandise at the 
going market price, and sells it to whomever he pleases at a price 
which must be competitive with the market. 

The franchised dealer, in consideration of commitments to the 
manufacturer, can purchase new cars directly from the factory. 

The nonfranchised dealer, not required to make commitments to 
the factory, such as, for example, a showroom and building acceptable 
to the manufacturer, can purchase in quantity new cars from a dealer 
at a cost not a great deal above the manufacturer’s wholesale price. 

With less overhead expense, and even though he paid more for his 
new cars than the franchised dealer, the nonfranchised dealer is able 
to compete in the new-car market. 

In this atmosphere of. vigorous competition, the car buyer profits 
by paying less for his automobile. Repeated attempts have been made 
to curb this competition, but to date efforts to abridge the antitrust 
laws in favor of certain retailers, either directly or by circumvention, 
have failed. 

Franchised dealers, who sell new cars to nonfranchised dealers for 
resale, have ignominiously been called bootleggers. The fear of re- 
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prisals and coercion exists among these franchised dealers, even 
though by law a dealer buying cars from a manufacturer is at liberty 
to sell them to whomever he pleases. 

Nonfranchised dealers buying cars from franchised dealers have 
protected the identity of their suppliers, and will continue to do so 
if for no other reason than to maintain their source of supply. _ 

However, section 3 (c) provides that the name, and the location of 
the place of business, of the dealer to whom each automobile is de- 
livered from the manufacturer would be indelibly affixed on the car, 
and that this information would, among other, remain on the car 
until, as provided in section 4 (e), it is delivered to the actual custody 
and possession of the ultimate purchaser. 

In a telephone conversation yesterday, April 23, with Mr. C. E. 
Pitts, NIADA president, S. 3500 was discussed at length. The busi- 
ness of Mr. Pitts, established by him some 15 years ago in Montgom- 
ery, Ala., involves the sale of new automobiles for which he hoids no 
factory franchise. 

Mr. Pitts told me categorically that it would be impossible for him 
to obtain these new cars should S. 3500 be enacted. Mr. Pitts said 
in the past his business has been subjected to investigators, posing as 
prospective car buyers, seeking to record the serial numbers of new 
cars offered for sale. 

Even very low-mileage current-model automobiles might be im- 
practical for him, and similar dealers, to sell, since there would be a 
burden of proving that the original owner, in good faith, purchased 
the car as the stipulated ultimate purchaser, as provided in S. 3500. 

If it is the intent of S. 3500 to make impractical the sale of new 
automobiles by dealers other than those to whom the manufacturer 
sell them, I see little reason why this should not be accomplished, 
should it be passed. 

However, if it is an effort to provide honesty to an industry sorely 
lacking in this virtue, it is impractical. The cliché that it is impos- 
sible to legislate righteousness 1s applicable here. 

False, misleading advertising is the bane of this industry. The vast 
majority of National Independent Automobile Dealers Association 
members decry the malpractices of their industry. They seek 
through their association to elevate the ethics of their industry, and 
I assure you will support any measure which will accomplish this 
without compromising their rights as honest retailers, 

In an industry, such as automobile retailing, where profits are now 
at a ridiculous low, if they do exist, enhancing the buyer’s ability to 
bargain is unnecessary. In a business where an arbitrary list price 
is far above the going selling price, such an arbitrary figure would 
not change the practice that the “deal” is determined by the price 
difference between the trade-in and the new car. 

However, S. 3500 would, through its provision section 3 (c), elim- 
inate a vital portion of competition in the sale of new automobiles, 
and permit the public to pay more nearly list price than in the past. 

That the pricing on today’s cars is penuiglie for lagging new-car 
sales, as some contend, does not coincide with the record sales of 
1955 when the so-called price pack was as much, if not more so, in 
practice. 

If the value of public knowledge of factory suggested list prices 
is of such great importance, I would respectfully suggest a method to 
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accomplish this, and at the same time not legislate out the new-car 
portion of the nonfranchised dealer’s business. 

As set forth earlier in this statement, the full identification of each 
automobile, as to its name, make, model, and serial number, would 
be aconvenience. Further, the public display of the factory suggested 
list price of each model automobile, and the factory suggested list 

rice of each accessory, plus the charge for transportation by the most 

requently used transport carrier from the assembly plant supplying 
the nrg dealer’s area, could be made mandatory for all new-car 
retailers. 


Several publications currently provide this information to dealers, 
so that they can know the dealer’s cost as well as the suggested list 
price of all cars and accessories. 


NIADA is prepared to supply any nonfranchised dealer selling 
new cars with this information. 


Proper identification of a car, and the price of this car has debatable 
value in distribution of this vital product. 


It is the intent of this statement to properly identify S. 3500 and to 
point out the price one group of automobile retailers and the public 
would pay for its enactment. 

Thank you. 

(The resolutions are as follows :) 


The following resolution adopted unanimously at the 11th Annual Convention 
of the National Independent Automobile Dealers Association, November 26, 1957: 

Whereas the National Independent Automobile Dealers Association believes 
that arbitrary restriction on the sale and/or distribution of automobiles will be 
in conflict with the public interest : Therefore be it 

Resolved, That the National Independent Automobile Dealers Association 
actively and vigorously oppose any effort to limit the sale of new or current-model 
automobiles by franchised dealers only ; be it further 

Resolved, That the National Independent Automobile Dealers Association 
actively and vigorously oppose any effort to curb competition among franchised 
new-car dealers selling the same make automobile through the fixing of arbitrary 
boundaries for sales, and they any scheme to accomplish this or circumvent 
existing law of the land be exposed to the public ; further 

Resolved, That the executive vice president and general counsel be and are 
hereby authorized and directed to take every step they deem necessary to further 
the principles set forth in the foregoing resolution, and that a copy be sent to 
each Member of the United States Congress, and to the United States Attorney 
General, for their information and consideration. 

Whereas the National Independent Automobile Dealers Association believes 
that failure to cancel the titles of so-called total-loss cars or cars sold for 
salvage provides a working tool for automobile thieves seeking to sell stolen 
vehicles ; and 

Whereas it believes that a valid title is in the best interests of the American 
public, and that ultimately a uniform title act should be enacted by all the 
States. Therefore be it 

Resolved, That the National Independent Automobile Dealers Association 
solicit each title State to confiscate the title of every automobile considered a 
total loss or sold for salvage, and not to reissue this title so long as the vehicle 
is not safe for highway use and until full proof is given that it is the same car 
titled originally; and in so-called nontitle States solicit the State insurance di- 
rector and local representatives of National Automobile Recovery Bureau to 
provide that the State auto registry department offer a system of crosscheck 
files where insurance companies may report total-loss vehicles for record and 
where police authorities may check for possible reissuance of registrations on 
such cars; and apprise highway safety authorities in these nontitle States. of 
the hazards of the public of permitting total-loss cars being returned to use 
without thorough overhaul and repair ; and be it further 

Resolved, That the National Independent Automobile Dealers Association so- 
licit each of the nontitle States, to promulgate title laws to protect the citizens 
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of their community as well as the citizens of other States, and that effort be 
made to promulgate a Uniform Title Act for all States. 

Senator Monronry. Thank you very much for your statement to 
the committee, Mr. Jones. 

I would like to ask—you say you have a current membership total- 
ing some 11,000 members. ° 

Mr. Jongs. No, sir; we have not. That is wording which might 
be confusing. The membership of our association is approximately 
2,000 members. 

Senator Monronry. 2,000. 

Mr. Jones. However, the board of directors who determine the 
policy an delect the officers are elected by our State affiliate organiza- 
tions. That is provided in our bylaws. These represent 11,000 dealers 
who are members of State affiliate organizations, They are not, how- 
ever, active members of our association as such, and unfortunately 
for our association, they delegate the responsibility of the national 
association generally to their president or their officers, who serve 
on the Board of directors and serve as officers. 

Senator Monronry. Now, your board of directors represent each 
State, do they, represent these States affiliated organizations? 

Mr. Jones. That is right. 

Senator Monroney. And then, I presume that they were the ones 
who attended the meeting and passed the resolution. 

Mr. Jonrs. That is correct. 

Senator Monroney. How many were present ? 

Mr. Jones. How many directors were present 4 

Senator Monroney. Yes. 

Mr. Jones. The names of the individual directors are on the letter- 
head of the first page of the statement, all of whom were present. 

Senator Monroney. All of them were present / 

Mr. Jones. All of them were present. 

Senator Monroney. Remarkable. 

Mr. Jones. That was a convention and they were elected at that 
convention; I mean they took office. They were elected prior to that. 

Senator Monronry. Your 2,000 members that you have, do they 
pay annual dues? 

Mr. Jones. Yes, sir. 

Senator Monronry. Each member is paid up of the 2,000? 

Mr. Jones. We consider them 3 months in arrears still as an active 
member. 

Senator Monroney. But all these then were those that would nec- 
essarily be members if they were not more than 3 months in arrears. 
The 2,000 then represents the active membership of your association, 
dues-paying members ¢ 

Mr. Jones. That is right. 

Senator Monroney. That is what I would like to know. We like 
to have these associations identified. 

I was wondering if in the resolution, which seems to me to be drawn 
rather broadly, you feel that the price identification of an automobile 
is contrary to the public interest? You are testifying against S. 3500. 
It has many, many sections and many, many things. 

Mr. Jones. The portion that we are objecting to, Senator, is sec- 
tion 3 (c). 

Senator Monronry. The identity of the dealer? 
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Mr. Jones. That is correct. 

Senator Monroney. Do you favor listing the honest price or sug- 
gested retail price from the factory ? 

Mr. Jones. As I say 

Senator Monronry. Does your association favor the identification 
of the factory list price in the sticker® 

Mr. Jones. The association does not favor the arbitrary setting of 
a price; no, sir. 

Senator Monroney. This is not the arbitrary setting of a price, 
Mr. Jones. This is the setting of the suggested factory price for the 
public to know the point at which they start bargaining. You 
wouldn’t come before this committee and try to leave the impression 
you think there is a price-fixing or price-setting bill, would you? 

Mr. Jones. Now, actually, I think the objection the association has 
is not the matter of factory suggested list price unless it pertains to 
setting forth the individuals who can sell the automobiles. 

Senator Monroney. This does not set forth the individual who can 
sell the automobile. It merely identifies the dealer to whom the auto- 
mobile was shipped and his location. It does not say he is the only 
one that can sell the car. There are no restrictions whatsoever in this 
bill on the ability of any dealer in the United States to sell the car to 
whomever or wherever he wishes to sell it or for any price. I am sure 
you have read the bill. 

Mr. Jones. I read the bill, sir, and I hope that in my statement here, 
as a practical matter, it does restrict the ability of our members or 
nonfranchised dealers to obtain cars. There is coercion and there is, 
as I pointed out, the president of the association told me that there 
had been investigators in to look at the cars, the new cars which he 
sells. 

Now, whether this is in conflict with the antitrust laws—I presume 
that it is not—I do not know. I am not an attorney, as such. But I 
do know that whether it is the intent of this bill to prevent the non- 
franchised dealer to be able to have a source of supply of cars or 
whether this is just coincidental or inadvertently the outcome which 
this association feels would come from that section of the bill which 
pertains to identifying the dealer who has a car delivered to him 
from the factory 

Senator Monronery. Let me ask you again. I asked you once. I 
would like to have a responsive answer as to the pricing, the listing of 
the retail suggested factory price on the car and I wasn’t asking about 
the section that requires the identification of the dealer. We will get 
to that ina minute. Does your association—— 

Mr. Jones. No, sir. 

Senator Monroney. That you represent—you do not like it? 

Mr. Jones. As a matter of fact, Senator, in my statement here I 
said we are willing to supply our dealers with those prices if it is 
mandatory. We do not object to it, sir. 

Senator Monronry. Yes; you are willing to supply your dealers 
with it, but are you willing to put that pricetag on the windshield of 
the car as this bill provides? 

Mr. Jones. I can’t speak for every dealer. 

Senator Monroney. You are testifying as the vice president of 
this association. I am asking you a simple question. The key zone 
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of this bill, Mr. Jones, is honest disclosure of the factory suggested 
list. price. "You are appearing here representing an association that 
you say has 2,000 members. I would like an answer responsive to my 
question. Do you favor the honest disclosure of the suggested fac- 
tory price on the windshield of the car? 

Mr. Jonzs. Yes. 

Senator Monronery. You favor that? 

Mr. Jones. Yes. 

Senator Monroney. And you feel that is responsive to the resolu- 
tion that was passed by your directors ? 

Mr. Jones. I feel that there is no conflict in the two. 

Senator Monronry. And, therefore, you do not feel that fictitious 
pricing is necessary to move cars in the channels of automobile dis- 
tribution ? 

Mr. Jones. As a matter of fact, Senator, if I may interject here 
something personal, prior to my affiliation with this association, I 
published a trade magazine, Auto Week. In it, editorially and re- 
peatedly, I have stated that it is bad business to pack prices. I think 
it is foolish, bad business, and I think the price pack is something 

very ridiculous, and I think that most of the members of our asso- 
ciation, as such, feel the same way, and they give the same answer 
that all dealers do: “Well, the dealer down the street is doing it, 
so I have to do it.” But I think it is bad business, and I think that 
the members of our association, as such, oppose the price pack. How- 
ever, as independent dealers and not directly affiliated with the factory, 
a factory-suggested list price is of very little importance to them other 
than setting up as a medium the value of the automobile and we don’t 
object to that. 

Senator Monroney. It may not be important to them, but it is 
pretty important to the buyer that walks in off the street and does 
not know the relationship of the price, is it not? It would hardly 
suflice to have the dealer have a factory list price in his pocket and 
explain to the buyer that this is the price of the car, because printing 
is pretty cheap. 

Mr. Jones. As I said, Senator, knowing a great many dealers and 
having bought a few cars myself, the price difference is what most 
of your car shoppers are looking at, as I believe it was Mr. Fribley 
who stated that the buyer who goes to a dealer and is told the car 
is worth a certain sum—we will say $3,000—and then -_ to the 
next dealer and learns that it is only actually listed at $2,700, the 
original dealer has made himself out to be a liar and as suc -h I think 
that the public recognizes that. ‘Too many of them do it, and that 
is the reason I think for probably some of our very bad public 
relations in this industry. 

Senator Monroney. I am a little confused on your support of 
putting the list price on the label. That is what you just now said. 
But in your statement on page 5, it says: 

However, S. 3500 would, through the provisions of section 3 (c), eliminate 
the vital portion of the sale of new automobiles and permit the public to pay 
more nearly list price than in the past. 

This bill has no relationship to the ultimate price of the car. It 
is merely a price identification. Certainly, I do not see how anyone 
can get above the list price if it is clearly shown on there, and it 
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would tend to be below that from the standpoint of bargaining, I 
would think. 

Mr. Jones. Well, Senator, as a matter of whether or not the list 
price should be on each car or whether the public should know it, 
there is some doubt in my mind as to whether it is going to serve any 
good purpose. But that is not our objection to the bill. If there 
was nothing but the right to advertise, display, and show or even 
mandatory, ‘the list price of the automobile, as suggested by the fac- 
tory, I would not be here today, because we would not oppose that, 
as such. 

Senator Monroney. But you could, under this bill, if your dealers 
are dealing in cars—you are selling transportation. This tag goes 
off the minute it is sold to the ultimate buyer. He can sell it 10 
minutes later to you and without the tag on the car. You, therefore, 
are completely and totally relieved from the process of this bill, are 
you not ? 

Mr. Jones. No, sir; I do not understand it that way. I understood 
it that the buyer w ould have to show his good faith, that he bought 
the car as the ultimate purchaser and intended to use that car, 1 not 
just for 10 minutes, and the bill 

Senator Monroney. If he licenses-the car or if he is the ultimate 
buyer, he can dispose of it in 10 minutes under this bill; isn’t that 
your idea, Mr. Busby? It does not require him to own the car for a 
considerable time. 

Mr. Buspy. As presently drafted, Senator, I think that is the case. 
I think perhaps we could tighten up the definition of “new automobile” 
to some extent to avoid that. 

Senator Monroney. You still have the right to sell all the new cars 
less this tag. The only thing it probably would show is that it has 
been sold to a first purchaser; ; so, if the purpose of this bill is to 
protect the buyers of new cars and you are selling a car that maybe 
is out of the showroom of a franchised dealer, one day the tag will be 
off of the car, and you can sell it for what it is, and that is a second- 
hand car. 

Mr. Jones. That is very important to us, Senator, and I am glad to 
know it and I did not understand the bill that way. That was part of 
our objection to it. And the fact that, for example, an independent 
dealer could not have a buyer who w ould buy the cars and change 
hands and then have the tag taken off and have a current model car, 
but with maybe 10 or 15 or 25 miles on it. 

Senator Monroney. But he would no longer have the new car tag, 
the sticker from the factory which is proper identification. A new 
car is a new car; a used car isa used car. In that way if it is pretended 
to be a new car and has been driven from Detroit—and incidentally, 
it is interesting to note that the only two objections we have to this 
bill are from the Independent Automobile Dealers Association and 
from the Ford dealers of Detroit, who raise almost the same objection 
to having the name of the dealer appear on the record. 

I would like to read it at this point. This letter is dated April 22, 
1958, Metropolitan Detroit Ford Dealers, Inc. Mr. John Ford, direc- 
tor; Mr. Floyd Rice, director; Mr. W. Emmett Simms, director; Mr. 
Frank Trudell, director; Mr. Arthur M. Stringari, legal counsel; Mr. 
Hi Dawson, president ; Mr. Al Briggs, vice president; Mr. John 
O’Green, secretary-treasurer. 
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(The letter is as follows :) 


METROPOLITAN Detroit Forp DEALERS, INC., 
Detroit, Mich., April 22, 1958. 


Chairman A. 8. MONRONEY, 
Senate Auto Marketing Practices Subcommittee, 
Washington, D. C. 

Dear SENATOR Monroney: This letter is intended to give you the feeling of 
the Metropolitan Detroit Ford Dealers’ thinking regarding your price-discivsure 
bill, and secondly, factories in the retail business. Our group is wholeheartedly 
behind this bill with one exception. We believe that in the interest of everyone, 
that the dealer to whom the car is shipped should not appear on the label. 
Our reasoning for this is simple. On many occasions cars are dealer-traded from 
one dealer to another in order to effect delivery. This condition arises when a 
certain dealer does not happen to have a blue car with an &-cylinder engine, but 
his neighboring dealer does, so a trade is effected. 

We feel your bill is in the interest of the customer, factory, and dealer. 

Factories in the retail business, however, pose another problem. I think 
I can best present the feelings of our dealers by quoting from a letter sent 
to the DADA and NADA on February 6, 1958. The letter is as follows: 

“The Metropolitan Detroit Ford Dealers, Inc., have requested that I write 
you regarding a most serious problem that has developed over the past years 
in the automobile retail business. I will give you the feelings of this associa- 
tion with respect to this condition as completely as possible. This problem deals 
with price concessions which are granted by automobile manufacturers to 
National, State, and local governmental agencies. First, it is the association’s 
thinking that these concessions are, in effect, ‘price discriminations,’ in that 
the cars sold to dealers, for these agencies, are sold at a figure certainly lower 
than like units they have purchased from the factory. Second, it is our under- 
standing that these price concessions are not granted to all, and this remains a 
mystery to us, for it appears that all purchasers, including dealers, should be 
given the same consideration. 

“Third, recent publicity to this problem has been given considerable headline in 
the trade, as an example, the Pennsylvania and New York purchase of Govern- 
ment cars. We know, as everyone must, that is associated with these types of 
purchases, that a definite market condition evolves from this transaction. The 
retail buyer gets the impression that the price on the new car is substantially 
lower. In line with this, we then have a demoralizing effect on the used-car 
market when the 1- and 2-year-old cars are placed in circulation, and in direct 
competition with franchised dealers who depend on used car volume with profit 
to maintain their business. 

“In general, our feeling is that this is a definite evil of the business. It is 
the unanimous opinion of this association that the manufacturer remove himself 
from the retail market by these concession grants and sell to franchised dealers, 
their products at a price, without regard to whom the ultimate consumer may be. 

“We hope that action can be taken that will alleviate this problem. It is our 
intent that you present this to the D. A. D. A., who will in turn direct our letter 
to the National Automobile Dealer’s Association board of directors.” 

Hoping that this gives you our complete feeling and please feel free to call on 
our group at anytime we can be of service. 

Very truly yours, 
JOHN R. O’GREEN, 
Secretary and Treasurer, Metropolitan Detroit Ford Dealers. 


That is the only other objection that we have had to the disclosure 
of the dealer originally purchasing from the factory, and certainly it 
would seem to me that that provision and others in that section are 
rather important. If you eliminate the section of which you com- 
plain, you also would perhaps take out the method by which the car 
was delivered, would you not ¢ 

Mr. Jones. Yes, sir, 1 would take out that provision. 

Senator Monroney. You do not think the customer is entitled to 
know whether it came by railroad or conventional interstate traffic 
or whether it was driven and towed; is that correct? 
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Mr. Jones. I think he is entitled to know that, perhaps. I do not 
think, though, it is a legislative matter that such information be 
forced upon him. 

Senator Monroney. As a matter of fact, most of your members do 
deliver their cars over the road, do they not ? 

Mr. Jones. Well, Mr. Pitts, the president, whom I cited, for some 
time operated two fleet trucks that he used between Detroit and Mont- 
gomery, Ala., delivering automobiles. Actually, the sale of new cars 
now is, as you pointed out earlier, so difficult that a great many of the 
nonfranchised dealers who at one time sold new cars no longer do so 
because of the profit motive in it. Some of them do tow cars, and I 
think they should be and probably are in most cases offered as a current 
model car, but they have some mileage on them. 

Senator Monroney. It is a pretty good idea—if you believe in 
honesty in merchandising, though—to identify that extra mileage that 
has been run on a car—particularly if it is a tow car for another car— 
before the customer buys it thinking it is a new ear, isn’t it? 

Mr. Jones. Absolutely. I think that the merchandiser, if he is 
honest, will tell the customer that. If he isn’t honest I think he will 
find some way to circumvent it. Whether or not he is a member of 
our association or a franchised dealer or what have you, I haven’t 
noticed that the ethics and the honesty of a dealer changes when he 
becomes a franchised dealer or when he doesn’t. 

The major objection we have to it is the identification of the dealer. 

Senator Monroney. It would make it harder for your independent 
auto dealers to secure the cars / 

Mr. Jones. Literally impossible, sir. 

Senator Monroney. Could you give us the names of some of your 
leading members in Washington, please. 

Mr. Jones. In Washington ? 

Senator Monroney. Yes,sir; D.C. 

Mr. Jones. Mr. Vince Frettone. 

Senator Monroney. Does he operate under that title ¢ 

Mr. Jones. Security Motors, it’s on New York Avenue, I don’t know 
the exact number. 

Senator Monronry. How many members do you have here? 

Mr. Jones. In Washington I think we have eight members. 

Senator Monroney. Eight members. Now, what are some of the 

others ? 

Mr. Jones. I cannot call them offhand, Senator. 

Senator Monronry. You cannot remember the eight ¢ 

Mr. Jonrs. No, sir; I know personally the only one I know is Mr. 
Frettone, the local 

Senator Monronry. You are executive vice president of the asso- 
ciation. How long have you been vice president ? 

Mr. Jones. I have been as executive vice president since June 1 of 
last year. 

Senator Monroney. That is almost a year. 

Mr. Jones. Yes, sir. 

Senator Monroney. And you can only remember one of the dealers 
that you have in Washington ? 

Mr. Jones. As a matter of fact, we have deplored a great deal the 
condition of retailing in the District of Columbia and I attended one 
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meeting of their group and I think we had about 6 or 7 members of 
their local group. They are not strongly organized here. There are 
some reasons why they are not, but, as a matter of fact, we do not have 
a strong organization here. We have no directors here. We have 
no~— 

Senator Monroney. You don’t even have a director representing 
Washington, D. C., or the District of Columbia ? 

Mr. Jonxs. No, sir. 

Senator Monroney. I see. 

Senator Payne. Mr. Chairman, I can identify for you the director 
in Maine. I happen to notice on here, Arthur M. Waterman, of Port- 
land. Iam happy to say Mr. Waterman is, in my opinion, and I have 
known him over a long period of time, probably one of the most ethical 
automobile men that I have known anywhere. New or used. He is 
a very high type person. 

Senator Monroney. I don’t see anybody from Oklahoma on here. 
Weare great joiners. 

I wish you would supply us with the names of your other members 
for the seta please. It would be very helpful. 

Mr. Jones. You mean ? 

Senator Monroney. The other seven members of your Washington 
membership. 

Mr. Jones. All right, sir. 

Senator Monroney. And I would ask permission at this time to 
perhaps insert certain advertising material in the record at a later 
time. 

Senator Monroney. Did you have any further questions, Mr. Busby ? 

Mr. Busey. Not of this witness. I would like to supply some things 
for the record. 

Senator Monroney. Do you have any further questions ¢ 

Senator Payne. No, sir. 

Senator Monronry. Thank you very much, Mr. Jones, for giving 
us the advantage of your testimony in this matter. 

Mr. Busby has some matters to put in the record at this time. 

Mr. Bussy. A letter from the various agencies here, Senator, that 
should go into the record after the testimony. 

The Comptroller General of the United States finds no objection. 

The Secretary of Commerce states that while the Department of 
Commerce is very sympathetic to appropriate actions which might 
be taken to assure the consumer confidence in the price of motor ve- 
hicles and otherwise to assist in their sales, they do not favor enact- 
ment of legislation for the purposes of S. 3500 at this time. It goes 
on to state that the reason for this is they are advised that the Depart- 
ment of Justice has not approved of it. 

The Department of State finds no objection. 

The Treasury Department finds no objection. 

The Department of Justice we have not heard from. They were 
written, asking for comment, on the 18th of last month, called soon 
thereafter and asked for an early reply. On the 14th of this month 
they were invited by letter of the chairman to testify, and on the 18th 
we were notified that they refused to testify on the bill. 

So, all we can do is put in the letter asking them to come and tes- 
tify on the matter. 
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Senator Monronry. There is no report from the Department of 
Justice ? 
Mr. Bussy. Not at the present time, Senator. 
Senator Monroney. Originally they were invited 
Mr. Bussy. On the 18th of last month, they were asked to report 
on the bill. 

Senator Monroney. 18th of March. 

Senator Payne. Is it my understanding, Mr. Chairman, that the 
Federal Trade Commission has testified ? 

Senator Monronry. They have testified and strongly favor the 
ill. 

Senator Payne. Might I ask if the counsel might now direct a 
letter to the Department of Justice attaching a copy of the testimony 
of the Federal Trade Commission asking them if they would be will- 
ing to give the benefit of their opinion as to that to the committee? 

Mr. Bussy. Yes, sir. 

I have been in constant telephone contact with the Department of 
Justice. Each day I have called and each day it’s just a few hours 
away from receipt and yet we have been unable, day after day, to 
get it and get them to move on it. 

Senator Payne. Out of fairness, they have other people down 
there, but I know as far as, if my memory is correct, I think I have 
seen where the Attorney General has been kept pretty busy up here 
on the Hill testifying back and forth on committees, and humans are 
humans and perhaps he is to a point where he has not been able to 
give it his personal attention. I do not know. But I was just won- 
dering whether or not that might have a way of bringing forth a 
comment that might be helpful. 

Senator Monroney. Do you have anything further ? 

Mr. Buspy. There is a letter from the National Federation of In- 
dependent Business, Mr. Burger’s organization. They requested to 
testify and there was some question as to whether it was germane 
to the bill itself, so he asked that this be read into the record. 

Senator Monroney. It will be made a part of the record. 

Mr. Buspy. The truck trailer manufacturers association asked that 
their communication be inserted in the record. 

Senator Monroney. They ask for exemption of the trailers. 

Mr. Buspy. They ask that we take the word “trailer and semi- 
trailer” out of the bill. 

The Oklahoma Automobile Dealers Association would like to have 
their recent resolution included. 

Senator Monronery. That will be inserted. 

All the letters and documents will be included in the record at this 
point. 

(The documents are as follows :) 





COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D.C., March 25, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate 


DeaR Mr. CHAIRMAN: Reference is made to your letter of March 18, 1958, 
acknowledged March 20, requesting any comments we may care to offer con- 
cerning S. 3500. 

The bill would require automobile manufacturers to disclose certain infor- 
mation relating to the production, distribution, and suggested retail prices of 
the automobiles and attached appliances or accessories which they produce. 
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We have no special information concerning the necessity for the proposed 
legislation. Consequently, and since the bill, if enacted, would not affect the 
functions of the General Accounting Office, we have no comments or recom- 
mendations to make regarding the merits of the bill. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


THE SECRETARY OF COMMERCE, 


Washington, D. C. April 18, 1958. 
Hon. WARREN G. MAGNUSON, 


Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Deak Mr. CHAIRMAN: This letter is in reply to your request of March 
18, 1959, for the views of this Department with respect to S. 3500, a bill 
to require the full and fair disclosure of certain information in connection 
with the distribution of new automobiles in commerce, and for other purposes. 

The bill would require manufacturers and importers of new automobiles to 
attach a label on the windshield of each automobile prior to its delivery to 
a dealer showing the following information: 

(1) Name, make, model, and serial number. 

(2) Name and business location of the dealer to whom delivery is to be made. 

(3) Method of transportation to the dealer. 

(4) Retail delivered price of the automobile suggested by the factory. 

(5) Price suggested for each accessory with which it is equipped and which 
is not included in the price of the automobile (mentioned above). 

(6) Amount charged to the dealer for transportation of the automobile 
from the final assembly point (or, in the case of a foreign car, from the port 
of importation) to the dealer’s place of business. 

Penalties would be prescribed for willful failures to comply with the labeling 
requirements, and for removing or altering such labels. 

While the Department of Commerce is very sympathetic to appropriate 
actions which might be taken to assure consumer confidence in the pricing of 
motor vehicles and otherwise to assist in their sales, we do not favor enactment 
of legislation for the purposes of S. 3500 at this time. 

We are advised that the Department of Justice is presently investigating 
pricing practices of distributors of motor vehicles and has in fact undertaken 
court action against certain alleged concerted action regarding such pricing in 
some areas. Because of these activities by that Department in this field of pricing 
we believe that favorable action on legislation such as 8S. 3500 should not be 
undertaken at this time. 

We are advised by the Bureau of the Budget that no objection would be taken 
to the transmission of this report. 

Sincerely yours, 
SINCLAIR WEEKS, Secretary of Commerce. 


DEPARTMENT OF STATE, 
Washington, D.C., April 21, 1958. 

DEAR SENATOR MAGNUSON: This report is submitted in response to your request 
of March 18, 1958, for the comments of the Department of State on S. 3500, a bill 
to require the full and fair disclosure of certain information in connection with 
the distribution of new automobiles in commerce, and for other purposes. Your 
letter was acknowledged by my letter of March 20, 1958. 

The Department has no objection to the enactment of S. 3500 from the stand- 
point of United States foreign policy. Our understanding of the bill is that it 
would not discriminate against imported automobiles or otherwise materially 
interfere with international trade. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
WILtrAM B. MAcomBER, Jr. 
Assistant Secretary 
(For the Secretary of State). 
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TREASURY DEPARTMENT, April 8, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


My Dear Mr. CHAIRMAN: Reference is made to your letter of March 18, 1958, 
requesting the Department’s comments concerning 8S. 3500, a bill to require the full 
and fair disclosure of certain information in connection with the distribution of 
new automobiles in commerce, and for other purposes. 

Since a study of the proposed legislation indicates that it relates to matters 
not primarily within the jurisdiction of this Department and imposes no work 
on the part of the Customs Serviec in the administration of its provisions, the 
Department has no comment to offer. 

Very truly yours, 
NELSON P. Rose, General Counsel. 


Apri 14, 1958. 
Hon. WILLIAM P. ROGERs, 
Attorney General, Department of Justice, 
Washington, D.C. 

DeaR Mr. ATTORNEY GENERAL: Hearings on S. 3500, the automobile labeling 
bill, will be held on Monday, April 21, in G-16, Capitol Building, at 10 a. m. 
We will very much appreciate it if you or your representative will be prepared 
to comment on the bill at that time. 

As you know, it is a rule of the Senate that statements be submitted in ad- 
vance. In accordance with this, please favor us with 50 copies of your state- 
ment prior to Friday noon, April 18. 

Very truly yours, 
A. S. MIKE MONRONEY, 
Chairman, Automobile Marketing Practices Subcommittee. 







NATIONAL FEDERATION OF INDEPENDENT BUSINESS 


Burlingame, Calif. 


WASHINGTON, D. C., April 22, 1958. 
Subject: S. 3500. 
Hon. A. 8S. Mike MONRONEY, 

Senate Office Building, Washington, D.C. 

My Dear SENATOR: Due to an item which I noted in the press recently that 
your subcommittee was to hold hearings on the above bill which is sponsored 
by you and Senator Thurmond, you will recall we wrote a letter requesting the 
privilege to appear and give testimony. 

Merely as a matter of information, the writer entered the automotive servicing 
field in his own business in the spring of 1909 and that business was consistently 
carried on for better than a quarter of a century. My business operation in 
behalf of my clients, was supplying the needs of automobile dealers during the 
greater number of years for tires, accessories, and parts. I cite this because 
this gives me the proper background on the problems faced by the independent 
automobile dealers and also the monopoly angle that came into the situation 
which, to a large degree, destroyed the independent establishments serving the 
needs of automobile dealers. All this information is factual, and I therefore 
believe such information coming to your committee should have proved a help 
to the committee in determining the need for the proposed legislation. 

A few days ago Mr. Busby, of your committee, called me and stated he be- 
lieved the subject matter I would want to testify on, relating to the spare tire, 
would not be germane to the proposition. As I advised Mr. Busby, never in 
my legislative activities for going on close to 20 years would I ever appear 
before any committee of the Congress and give testimony directly opposite to 
the proposition involved. 

I have made a close study of the proposed bill, and I believe whatever testi- 
many I would have given would have been a help to the committee in bringing 
about the adoption of the legislation. I state this in view of what is outlined 
in the bill, on page 3 beginning with line 7 and ending with line 11. Then again 
on page 4, beginning with line 19 and ending with line 24. 
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Senator Monroney, the public has been misled and deceived as to the delivered 
price of an automobile. By that I mean as it pertains to the added extras which, 
in most instances are supplied by the car manufacturer and the dealer has to 
take the car complete, with the extras, and he has no voice in this. This pro- 
cedure has been going on for the past 25 years. 

It originated in the first instance on the fifth or spare tire—then the bumpers, 
heaters, radios, ete.—even at one time including a fancy steering wheel that the 
customer unknowingly had to pay extra for. This at one time was brought to 
my attention by an official of the Federal Trade Commission. 

It is interesting to note what this spare-tire monopoly meant to the car manu- 
facturers during the Korean situation where it was reported in certain trade 
press that the public was “gouged” out of hundreds of millions of dollars. What 
happened was that when the spare tire was taken off the car, by Government 
order, during the Korean situation, the car manufacturer gave the dealer an 
allowance price which was anywhere from 50 to 75 percent lower than the aver- 
age consumer price for the tire. 

Shortly before World War II—before we got into the war—I recall conferring 
with an automobile dealer representative in San Antonio, Tex., and I well recall 
the uproar from that spokesman as to the cars coming into that area equipped 
with heaters, and he remarked: “What are we going to do with heaters in 
this area?” 

Within the past few years we recall in a conference up on the Hill we received 
a story as to the monopoly on heaters. It was alleged that the car manufac- 
turer purchased the heater for around $20. When installed by the factory on 
a car the dealer was compelled to pay $55 and the consumer in turn paid $75. 
Unfortunately the heater manufacturer was afraid to come forward and give 
the Members of Congress the supporting data—fearful of retaliation. 

This subject matter of car manufacturers loading the cars with added equip- 
ment has been discussed time and time again by this office with certain officials 
of the Department of Justice. Believe it or not, one of the officials of the De- 
partment remarked: “Mr. Burger, if this case was taken into the courts the 
judge might say: ‘Why disturb this convenience to the public?” Our answer to 
that was: “Is the judge ruling by law or on a matter of convenience?” 

In discussing this matter later on with Department of Justice officials, to 
the credit of Judge Barnes, then head of the Antitrust Division, he could see the 
logic and the reasoning on the monopoly charge. 

Then again, referring back to the spare-tire “grab” which the major motorcar 
manufacturers instituted, with the help and cooperation of certain major tire 
manufacturers—this action has penalized the consumer public in an amount of 
many millions of dollars—penalized the efficient independent automobile dealers 
who are opposed to monopoly irrespective of where it is existing, and more im- 
portant—has penalized the independent business establishments in the automotive 
servicing field. 

This subject matter must have been of considerable importance because in the 
recent case of the Department of Justice against DuPont-General Motors-U. 8. 
Rubber Co. versus the United States Government it may be found that in those 
hearings the Government allegedly charged that the buying arrangement of 
General Motors on the spare tire, in substance, gave General Motors that spare 
or fifth tire at practically no cost. That was the inference from the Govern- 
ment’s case, as we noted in the press. 

The records may show that our charges are correct and sound when a review 
is made of some of the records of the Senate Small Business Committee on this 
proposition, and the records will disclose the roadblocks faced by the Senate 
Small Business Committee in the early days of the committee, then headed by 
the Honorable James E. Murray, when they tried to get the factual information 
on this proposition. 

It might further be of interest to both you and Senator Thurmond that we 
have had this matter up recently with a leading car manufacturer who concurred 
in our position. However, that manufacturer would not make the change until 
the others would follow through. We are not permitted to disclose the name of 
that prominent producer. 

It is also important to note (and this statement can be verified through the 
Senate Small Business Committee) that such practice is not prevailing by the 
car manufacturers in the truck and bus field. 

Finally, what is taking place is that the right is denied to a car purchaser to 
secure what he would deem best and most serviceable, whether it be tires, heater, 
‘adio, ete., ete. 
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In conclusion, the federation, by direct nationwide vote of its members, insists 
that monopoly be destroyed wherever it exists and our action on this subject 
matter is keeping our pledge to our nationwide membership, which includes a 
goodly number of independent automobile dealers and members of the tire- 
servicing field. 

I request that if I do not appear personally to give testimony on this subject 
matter that this letter be read into the record of the hearings and made a perma- 
nent part of the record. 

Sincerely yours, 
GrorGeE J. BuRGER. 


TRUCK-TRAILER MANUFACTURERS ASSOCIATION, INC., 
Washington, D.C. March 31, 1958. 
Hon. A. S. MrkE MoNRONEY, 
Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear Mr. Monroney: Our attention has been called to S. 3500, a bill intro- 
duced by you and Senator Thurmond on March 17, last. We refer specifically 
to the definition of “automobile,” contained in section 2 (c), lines 3-7, inclusive. 

The inclusion of “trailer” and “semitrailer”’ in the definition does not, in our 
opinion, sem justified for the following reasons: 

1. Truck trailers and semitrailers are not purchased by the “general public.” 

2. Truck trailers and semitrailers are capital equipment purchased by the 
motor carriers, both private and for hire, in the furtherance of their business. 

3. Truck trailers and semitrailers are frequently purchased on a bid basis, 
with the purchaser submitting specifications for competitive bids. 

4. Purchases, not on a bid basis, are negotiated between equally well informed 
buyers and sellers—frequently with financing provisions the determining factor. 

5. Truck trailers and semitrailers are not generally built for stock but, rather, 
are custom built; i. e., built to fill an individual customer’s order. 

6. Truck trailers and semitrailers customarily are sold direct by the manu- 
facturer either from the factory or, in the case of several large companies, 
through company-owned branches. 

7. Truck trailers and semitrailers do not have windshields and thus section 
3, line 5, page 4, would not be applicable to this type of vehicle. 

In view of all of the above consideration, may we respectfully request that 
the words “trailer” and “semitrailer,” appearing in section 2 (c), line 4 and 
line 6, page 2, be deleted. 

Sincerely yours, 
JOHN B. Huse, Managing Director. 


OKLAHOMA AUTOMOBILE DEALERS ASSOCIATION, 
Oklahoma City, Okla., April 15, 1958. 
Hon. A. S. (M1KE) Monroney, 
Senate Office Building, Washington, D.C. 


Deark SENATOR Monroney: Attached herewith please find signatures of 29 
automobile dealers who make up the board of directors of the Oklahoma Auto- 
mobile Dealers Association. 

These signatures are offered in endorsement of the principle of the Monroney 
“Truth in Labeling” bill, S. 3500, which recently was introduced by you in the 
United States Senate. Further, these signatures were affixed to this letter today 
following a regular quarterly session of the OADA board, at which time a great 
deal of discussion went into the merits of your proposed legislation on behalf 
of our industry. 

In endorsing the principle of your proposed measure, we respectfully suggest 
to you that the following itemization of the truth in labeling bill be considered: 

1. F. 0. b. factory list price. 

2. Federal excise tax. 

3. Accessories attached to the car when shipped to the dealer. 

4. Federal excise tax upon accessories. 

5. Actual transportation charges from factory to dealer’s place of business. 

6. Amount charged by dealer for preparing new car for delivery (this includes 
unloading, washing, lubricating, polishing, alining and balancing tires and wheels, 
antifreeze, etc.). 
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The total of the above is the amount that historically the manufacturers have 
stated is the true suggested dealer’s retail delivered price. 

In submitting the above to you, we feel that if the legislation is to represent 
to the public the truth about automobile pricing that it should certainly be pointed 
out that the dealer discount is not computed upon upon the so-called suggested 
list price but rather only on the motor vehicle and the accessories. A great deal 
of misunderstanding in this business has resulted from the fact that new car 
prices have seemed high to the buying public but yet no one seems to have gotten 
the story over to the public that the dealer does not participate in any margin 
of profit on approximately 25 percent of the retail selling price of the motor 
vehicle, although the dealers have their invested capital and many are paying 
interest on items that go to make up freight and Federal taxes. 

In conclusion, we would like to call your attention to the fact that this is not a 
resolution as such, passed without due consideration, but represents the considered 
judgment of the undersigned dealers of this State who make up the board of 
directors of the Oklahoma Automobile Dealers Association. 

We further feel that you have been the one and only champion of the inde- 
pendent quality dealer whose voice emanates from the National Capitol and 
you may rest assured that we will always be grateful for the tremendous efforts 
which have resulted in the many accomplishments for the welfare of our industry. 
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er EEN eines aceanondehanuced Buick aa ie Gacennientiademmedaia 
G. W. Belt___- 3 Rep eRe 8 i ae Bartlesville. 
0, in os ne bite dso Buick. cal clita lava ctx he baths 9 
John Reinauer_...........-.-------------| Chrysler-Plymouth__.--._-- ais ~7 Oklahoma City. 
SE nk. seach be ddenens Bo a.d cctinivesk teins ab nae eee Tulsa. 
John Hardalk, Sr__......-+-- cakes sacs do_. Seana McAlester. 
Oi ie I ys Sod kid nid an akin ae | Studebaker-Packard-W Mm Boise City. 
Phillips devs cas --«-0cs| Pontes oY dene | Norman. 
i &. fy Sie RR, SR ae coh oct) SEI eaten ickattidiee took --| Muskogee, 
O. J. Ruler_- : , Chevrolet sgt tamcssietae Purcell. 
FRO BE dxevike canadex’s ..--------| Chrysler and Plymouth... ...| Enid. 
H. L. Sparks... 5 : International, C hrysler and P Plymouth. ...| Cushing. 
Cal Newport__- ae _..| Chevrolet and Oldsmobile - a SS 
8. O. Doyle._.... se ee ee : Ford-Mercury. ---.--.- cAceheneh _...| Wewoka. 
ae oo ee ovat MeOamas Obevrolet:........<csi: ice ae ...| McAlester. 
Charles B. Coker..........-.-- ...| Chick Coker Pontiac......-------------- | Oklihoma City. 
Bauen Reed __. ph dettickie pate ia NT 55558 onc cecdaeokao sien Sulphur. 
Judson Bryan__. Olds-Cadillac.-_._- : eae eer | Stillwater. 
2 8. See eeetieoney ys: lLlUlUMS eet aeece | Tulsa. 
ee... .,.... Oldsmobile...........-.- vieaaaseiie 
William H. Cobb. -- alee Cadillac-Pontiac__-._- - EE | Ponca City. 
W. Roy Cox a dati Cox Motor Co naekisgiige tassel 
Joe H. Edwards aoe : _| Joe Edwards Motors_- - aden Alva, 
Albert Lauthon._._. = ; Senne aaa 2e.. ___| Woodward. 
Be es Medes acickogliu Suc dets oadae _.| Ford iiiedicncuaisbaaii uate detec dil 
Rudder _-__--- Sante ; Ford- Mercury- Ae alee .--| Elk City. 

Ford Ae ea ghee ae 4 ___| Frederick. 
W.S. Werton_...___- Eee | en IES 5 ientnacuaiel sive Oklahoma City. 
Paul B.. Bameey...<..os.<a<<<.- ~-------| Chevrolet... .......-----.------- moneond Muskogee. 












(Supplemental correspondence, editorials, ete., re automobile 
labeling made part of the record by direction of Senator Monroney :) 






Forest H1Lis, Lona ISLAND, N. Y., March 18, 1958. 





Hon. A. 8S. MONRONEY, 
Washington, D.C. 

Dear Sir: Good luck on your price labeling bill on cars. 

You might be interested in an experience that I had about 6 years ago. 

At the GM exhibit in Atlantic City they always marked the f. o. b. price 
on each car. I had just bought a car and noted a great difference in price. 
I added freight, taxes, etc., and still found a difference of $125. 

So I wrote to GM and they referred my letter to the local dealer, who when 
he could not find any other way out said the difference was for local dealer 
advertising. 

GM took the f. o. b. factory prices off the cars at the exhibit. 

Since then I have found that each dealer has his own list price. I became 
a shoppee. 

Yours truly, 














Frep F. Scar. 





| 
hi 
| 
| 





184 AUTOMOBILE PRICE LABELING 


New York, N. Y., March 25, 1958. 

Deak SENATOR Monroney: I just want to let you know that I think your 
bill to force automobile makers to put understandable price tags on their 
cars would be a great blessing to consumers. 

Any careful buyer must at present spend hours in an attempt to get com- 
parable quotations, and in the end you find that the car you bought does not 
have some of the things you thought you were going to get. I have just been 
through this ridiculous form of shopping and I was misled to the tune of $75. 

The present chaotic marketing arrangements must add to the price of cars 
since they waste the time of both the dealer and the manufacturer—and they 
provide for none of the protections to the consumer that are commonpiace 
in retailing today. 

With appreciation for your forward-looking and much-needed legislation. 

Sincerely, 
Mrs. C. SPRAGUE HAZARD. 


SENATE EDITORIAL 
Saturday, March 22, 1958 

Senator Monroney’s proposal to require automobile manufacturers to display 
the fair retail delivery price of each car when shipped to dealers is not without 
possibilities in favor of car buyers. This price tag would serve as a check on 
“bargaining” deals said to be practiced by some dealers. 

However, if the proposal should become law it ought to include more territory 
than the retail price of the car, as suggested by the manufacturer. It is assumed 
that the posted price of each unit would include the customary profit to the retail 
dealer and all taxes before the auto is shipped for the ultimate buyer to see 
should embrace the extras that are built into or attached to the ear. 

The price posted on the car in the dealer’s showroom should itemize the manu- 
facturer’s cost of the automatic transmission, the heater, the radio, the air 
conditioner, the clock, the power brakes, the power steering, the pushbutton 
window lift, the white-sidewall tires, the windshield squirter and perhaps other 
unseen or overlooked accessories. Then, when the dealer delivers the car to the 
buyer the only extra cost to be added would be for the State tax and the license 
tag —Oklahoma City Times. 


PHILADELPHIA, PA., April 22, 1958. 
Re priceless wonders mystery of automobile purchasing. 
Hon. MICHAEL MONRONEY, 
Senate, Washington, D.C. 


DeEAR SENATOR: For the past 4 months I have been trying to get a fair price on 
a station wagon for business use, have visited to date about two dozen agencies 
in this and New Jersey. 

I have not been able to secure a list price from a single dealer; a few showed 
me a list that I believe had been printed up themselves for distribution on re- 
quest. This list no more resembled the actual list than a purchase of an elephant. 

I trust that your interest in this for the good of the United States bears fruit, 
and that the legislators will see the valuable point of this by having the real 
list price on each car. I know I am ready to purchase if I can get a list price, no 
matter what it is. We need the car, but we don’t need to be robbed. 

Thank you for your efforts and good intentions in sponsoring this bill. 

Yours very truly, 
J.J. Ryan & Son. 


New York, N. Y., April 12, 1958. 
Senator A. S. MONRONEY, 
Washington, D.C. 

DEAR SENATOR MONRONEY: Chalk up one more supporter for your bill to re- 
quire price labeling of new autos. Due to the needs of my business, I have pur- 
chased over the past 10 years some 30 new cars of various makes. I would like 
to emphasize that I certainly do not classify the dealers from whom I bought 
these cars as “gyps” and still each separate deal was a battle for me to deter- 
mine at any time the “par for the course.” 

I am out of the automobile market now due to retirement from business. 
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So I think I can say quite without rancor or prejudice that the big auto manu- 
facturers and their dealers have no one to thank but themselves for the present 
condition of the industry. 

My best wishes for the ultimate passage of your bill into law as being for the 
best interest of our country. 

Sincerely, 
A. P. BentTLeY, New York Athletic Club. 





SALT LaKe Ciry, Uran, April 14, 1958. 
DEAR SENATOR: Congratulations on this legislation. As a former car salesman 
I know its great value. 
As a consumer I would really appreciate it. 
Rosert G. BENNION, 


SPONSOR REPORTS SUPPORT FOR AUTO-PRICE MEASURE 


APRIL 12, 1958, 

A. 8S. Mike Monroney (Democrat, Oklahoma) reported widespread support Sat- 
urday for a bill designed to “take the mystery out of new car prices.” 

As chairman of a Senate Commerce Subcommittee on Auto Marketing Prac- 
tices, Monroney announced public hearings on it, starting Monday, April 21. 

The legislation would require labeling of a new automobile at the plant with 
factory suggested retail price, transport method, freight charges, and accessory 
prices, Monroney said in a statement. 

The Senator said representatives of consumers, manufacturers, and dealers 
will testify on the legislation he is sponsoring with Senator Strom Thurmond 
(Democrat, South Carolina). 

“We've had hundreds of letters and newspaper comments, not one of them ad- 
verse,” Monroney said. “Even the manufacturers and the dealers seem to be for 
this bill. 

“If we can solve the mystery of what a new car costs with this legislation, I 
think we can restore confidence to the buyer of an automobile and self-respect to 
the honest dealers who want to see the prices put forward in plain honest figures. 

“Businessmen seem to think more cars will be sold, if the fog of uncertainty 
about what car prices are can be lifted.”—-Salt Lake Tribune. 


Houston, Tex., April 13, 1958. 
Hon Mikk MONRONEY, 
Senator from Oklahoma, 
Washington, D.C. 


DreAR Sik: I read today of your proposal to eliminate some of the mystery and 
chance out of new car purchases. 

Having just purchased a hew car I can readily appreciate the advantages of a 
law such as you recommended. You certainly have my support in this measure. 

I am sure that you are well aware of the many “angles” used in the ear busi- 
ness, but I would like to suggest that it be made possible for a prospective new 
car buyer to walk into a dealer’s showroom and purchase a new car by first being 
viven the exact price of the car with all the needed accessories, the complete cost 
of carrying charges, and so forth, the amount allowed for trade-in and a complete 
résumé of the transaction. 

This information should be required of the dealer over his signature and be 
furnished the customer before the deal is finalized. 

The present system of keeping the customer in the dark concerning the actual 
price of a car, freight charges, actual accessory costs, finance charges, actual 
trade-in allowance, built-in insurance rates plus interest, discourages a person 
from buying an automobile and consequently hurts the automobile industry and 
ithe Nation’s economy. 

Respectfully, 


EpWARD E. STEVENS. 
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CHESHIRE, Conn., March 24, 1958: 
Senator MIKE MONRONEY, 


Senate Office Building, Washington, D.C. 


Dear SENATOR Monroney: I read, with considerable interest, an article in this 
week's Busines Week indicating that you have taken steps to have the public in- 
formed relative to the price of an automobile. 

It has perplexed me considerably for a number of years as to why the mer- 
chandising of automobiles should have developed into a racket instead of having 
the public know what a car is going to cost them before they approach a dealer 
Salesroom. 

If I'm not mistaken, I recall before the war cars were priced plainly as to 
style and equipment so that when a person went into an automobile salesroom 
he was able to know what the car was going to cost to drive it out. The only 
question that he had was how much he was going to be allowed on his turn-in 
on the car which he was disposing of. 

It seems to me that with the present economic situation, and the automobile 
business in the doldrums, that such a thing as a pricing arrangement might be 
what is needed to stimulate sales of cars. 

I realize that these things cannot all be done in a moment; however, I hope 
that some good will come of your attempts to clear up what I believe, to many 
people, is a very vague sort of puzzle. 

I hope you have success. 

Kind regards. 

Yours very truly, 


H. DupLery MILLs. 


ATCHISON, KANS. 

Senator A. S. Monroney: Your price labeling bill contains the cure to a big 
majority of the problems faced by auto dealers today. Please do all you can 
to get this bill passed and adopted as law. 


CHARLES B. McDONALD, H & M Buick Pontiac Co. 


SAYRE, OKLA., March 19, 1958. 
Hon. Mike MONRONEY, 


Washington, D.C. 


DEAR SENATOR MONRONEY: It is reported that you will author a measure 
making it compulsory for the manufacturers of automobiles to publicize the 
list price. Please allow me to express my approval of such a measure. 

Very truly yours, 


Frep L. Coogan. 


CLEVELAND, On10, March 17, 1958. 
Dear SENATOR: I have read your article in the Cleveland Press. Which I am 
100 percent behind you, and I hope to God I have many millions of others that 
have been taken. 
So enclosed is a car invoice, which I received, when I bought my new car. 
Yours truly, 


JoHN V. SELESKI. 


Rock Hitz, Mo., March 18, 1958. 
Senator MONRONEY, 


Washington, D.C. 
Srr: The enclosed from the St. Louis Post-Dispatch and to let you know I 
trust your bill will go through. 
Have discussed same with numerous people and they all are in accord with 
your bill and that you will be able to unveil the big secret. 
Sincerely, 


A. E. PETERSEN. 





MosiLe, ALA., March 24, 1958. 

Dear SENATOR: Why not urge law on used car sales—the poor cannot afford 
new cars and when they go buy “good” used cars—the respectable, reliable firms 
doing business as such have the speedometers set back two-thirds actual mileage— 
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and most of them acknowledge their guilt—they think it’s O. K. to do so as 
long as they don’t get caught. I bought a used car—this was done to me—I 
proved it so they “repurchased” the car from me. 
Is there a law in our land to protect us from such dealers? I sure would like 
to know. Soif your urging becomes a law don’t forget the poor man. 
Yours truly, 
(Mrs.) May DAVENPORT. 


MARTINSVILE, VA., March 29, 1958. 
Senator A, 8S. MIKE MONRONEFY, 
United States Senate, Washington, D.C. 


DEAR SENATOR MONRONEY: I noticed in our Automotive Trade Association of 
Virginia bulletin that you have introduced a bill in the Senate, Senate bill 
No. 3500, on which I would like to comment as follows: 

*aragraph No. 1: I like fine.’ 

Paragraph No, 2: I like fine. 

Paragraph No. 3 (the final assembly point of car) : Not needed. 

*aragraph No. 4: Not needed. 

*aragraph No.5: Not needed. 

*aragraph No.6: O. K. 

Paragraph No.7: O. K. 

I think this should be an ironclad law to cover all makes of automobiles 
and trucks. 

Furthermore, I would like for you to introduce a bill to limit the monthly 
payments on automobile notes and also setting the downpayment as a minimum 
of one-third. This would be what most dealers would say regimentation, but 
it seems as though the public does not have sense enough to run their own 
business; in other words, to know what they can and cannot pay. 

I think there should be a time limit of 24 months set on all makes of car 
notes with no balloon note on the end; in other words, one-third down payment 
and approximately equal payments thereafter. 

We have now been for the past 4 months in a recession in the automobile 
business due very much by the factory pressure and extended finance charges 
in the past 2 years. 

If we had had a time limit on automobile paper for the past 2 years, this 
recession would not have hurt us half as bad as it is hurting. Dealers are going 
broke right and left and this would be a stabilizing effort to keep them from 
going broke. 

I’ll admit it would hurt business in our field possibly for the next 3 months, 
but then it would be better than it is now and would stay better. 

If there is any further information I can give you, I would be very happy 
to do so. 

Yours very truly, 
N. R. Burroveus. 


MINNEAPOLIS, MINN., April 4, 1958. 
Senator MIKE MONRONEY, 
Washington, D. C. 


DEAR Str: It may be that I am mistaken as to who is about to introduce this 
idea in Congress, but it seems to me that your name was mentioned along 
the line. I refer to the idea of requiring auto companies to paste a tag on 
windshield of new cars stating (@) retail price, (6) freight charges, (¢) retail 
prices of attached accessories. This seems an excellent idea. 

But why not go one step farther and include the precise amount of total 
tax? I know it to be a fact that the average person hasn’t the vaguest idea 
of the tax included in the price of a new car. Nor is anything else for that 
matter, including a simple loaf of bread. 

Very truly yours, 
Mrs. Pau. R. NoRDINE. 


1 Also, the factory suggested delivery price of the car plus these accessories as the maxi- 
mum price, but permit the dealer to sell them for less if they wish. 
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RicHMOND HeEreuH?, Mo., April 3, 1958. 
Sentaor A. S. MoNRONEY, 
Washington, D. C. 

Dear Ste: I have noted with a great deal of interest that you are advocating 
that automobile manufacturers give more publicity to the prices of their prod- 
ucts, even to the extent of putting the price on each car. 

I trust you are able to put this into effect, as it is high time the auto dealers 
eut out the double talk, and the place to start eliminating the double talk is 
with the manufacturers themselves. 

An example of this is in the enclosed clipping. If Chrysler Corp, don’t 
know what’s going on they should listen to their huckster on the Lawrence 
Welk hour. I refer to Crosley and his statements about how much cheaper 
eertain Chrysler products are in comparison with competitive models but you 
never hear a total price. 

I hope our Senators are in step with you. 

I refer to the Honorable Senator Symington and Hennings from Missouri. 

Sincerely yours, 
ELMER R. KUENETH. 


Sr. Louis, Mo., April 4, 1958. 
Senator MIKE MONRONEY, 
United States Senate, 
Washington, D. 0. 

DeaR SENATOR: Enclosed is an editorial which appeared in the St. Louis 
Post-Dispatch of April 3, 1958, and in which I heartily concur. 

Were it not for the fact that the auto industry is so vital to our economy I 
would say to leave them alone and let them “stew in their own juice” and 
take the lousy business which is coming to them because of their shyster tactics. 

The public is getting fed up with an industry in which “caveat emptor” should 
be the order of the day. 

The auto manufacturers, who are supposed to be the smartest in the world, 
should wake up and realize the public won’t go for their tactics; and if they 
don’t, then it is up to our legislators to see that we get a square deal. 

I am happy to note that you are in the vanguard of this fight and I might 
add that I have admired many of your views. 

I wish the Senate had more Mike Monroney’s. 

Sincerely, 
WALTER V. WOLFF. 


Sr. Louis, Mo., March 21, 1958. 
Senator A. S. MONRONEY, 
Washington, D. C. 


Goop MorNING SENATOR: It was a pleasure to see the UP press announcement 
on your proposal to inform automobile buyers of the actual cost of automobiles. 
Best of luck on the idea—is there anything I can do to help you? 
Sincerely, 
BH. F. ResHorz. 


SourH MILWAUKEE, WIS., March 21, 1958. 
Senator MoNRONEY, 
United States Senate, Washington, D. C. 


Dear SENATOR: I noticed in the Milwaukee Journal that you are sponsoring 
a bill on automobile price labeling. God bless you for doing it. 

The price pack has been an evil that has made the auto dealers rich and 
kept the public ignorant about the true cost for an automobile. 

I always pay about $600 or $700 more for a car than Kiplinger quotes in 
Changing Times. At the present time, if you want to know the best price of a 
car—we must write to an agency in Detroit or New York and pay $1 for in- 
formation for each car. 

I could write you a 10-page letter about the evil—you must know “the racket”. 
Please fight for your bill. 

Sincerely, 
Dr. Haro_p H. OBERFELD. 
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JACKSONVILLE, Fia., March 20, 1958. 
Hon. A. S. MONRONEY, 
Senator of Oklahoma, Senate Building, 
Washington, D. C. 

DreAR SENATOR MONRONEY: I recently read an article where you were propos- 
ing a bill that would require automobile dealers to advertise and make avail- 
able to their customers the factory list price of such automobiles. 

I want to congratulate you on a step in the right direction. For an industry 
that directly or indirectly hires something like 1 out of every 7 people in the 
United States, it undoubtedly has the most fouled up and unrealistic marketing 
practices I have ever seen. It is unfortunate that such a gigantic industry has 
come to rely completely on misrepresentation and gimmicks for a livelihood. The 
industry has absolutely lost all public confidence because of its merchandising 
practices. 

Therefore, I certainly think it is in order for someone with a farsighted view- 
point like yourself to try to put their house in order. Regardless of how large or 
brilliant they may be within their own industry, they certainly are not doing 
themselves or the public a favor in the long run. 

Your suggestion is a step in the right direction. 

May I also say that I think it would do well for you to continue to look into the 
automoble financing practices. Your bill might also require that the bill of sale 
or the automobile finance contract show openly to the customer the amount of 
“rebate” that a dealership was receiving from the bank or finance company for 
channeling that business through them. Itis very abusive. 

In Florida last year, several of us who were rather disgusted with the whole 
situation tried to have such a bill passed so that the public would know what 
they were paying or have it stopped completely. As you might guess, the several 
hundred of automobile dealers far outvoted the few remaining independent fi- 
nancing institutions in Florida. What was passed eventually was a bill that 
does two things. 

First of all, it practically legalizes the same “rebate” and “gimmick” way of 
doing business. This is frowned on in most any other industry, but in ours it 
seems to be the way of life. 

Secondly, it is slowly but surely closing up all independent financing opera- 
tions. It plays into the hands of such gigantic corporations as GMAC, CIT, 
Commercial Credit Co., ete. The effect is already taking its toll. This I think is 
very dangerous for any type of small-business man, or anyone who believes in 
small business. 

This letter is only to pass along to you my thoughts, and again my con- 
gratulations for trying to straighten out an unfortunate situation. 

Yours very truly, 
LESTER VARN, Jr., Consumers Finance Co. 





TirFrin, Onto, March 20, 1958. 
Senator A. S. Mrkre MONRONEY, 
Chairman, Auto Marketing Practices Subcommittee, United States Senate, 
Senate Office Building, Washington, D.C. 


HONORABLE Sir: Our association has passed a resolution to give to you our views 
on the operating practices of the franchised automobile dealer that has developed 
over the past several years. These deterrent policies in our opinions must be 
changed. We must have these changes now or we are faced with no alternative 
but to close our dealerships for the simple reason that we can no longer operate 
on a profitable basis to continue our operations. We have our life’s investments 
at stake and many of us have devoted our lives to as many as 40 years to the 
retail automobile business. Some of us have taken our sons into our business 
with the hopes that they would be our successors when we pass on. We are of 
the opinion that our Government can legislate the changes in some of our exist- 
ing laws that can permit us to continue in a business that is a segment of the 
largest retail business in the world. These changes would have no reverse effect 
on the people that purchase automobiles, in fact no more than the many other 
things that are distributed through franchised dealers. We are of the definite 
opinion that the following two policies put into effect by the automobile manu- 
facturers franchise to us would correct all of our problems and permit us to 
continue our businesses : 

No.1: A national pricing policy by the manufacturer. 
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No. 2: A territory security clause in our franchises. 

If existing laws would have to be amended to permit these policies, we believe 
it should be done. We are asking that you and your committee put forth every 
effort to bring about these policies in the soonest possible time as each day is 
bringing us closer to the realization of our doom. 

Very truly yours, 
A. L. Rose, 
President, Tifin Automobile Dealers Association. 


AprIL 10, 1958. 


Dear MIKE: We are with you on the “Truth in labeling bill.” We always get 
the Ford factory suggested delivered price in Wewoka, and this is the price we 
advertise on all cars. 

Enclosed is a copy of our ad where we try to tell the people the “truth” about 
padded prices, crazy deals, etc. 

Buster DOYLE. 


Norruvi.xe, Micu., April 1, 1958. 
DEAR SENATOR MONRONEY: Reading the article on the automobile price jungle 
in Advertising Age for March 24 has prompted me to send you, enclosed, a primer 
on just what the “price pack” is in everyday terms. I wrote this several years 
ago at the time when I was sales-training manager for the late lamented Packard 

Motor Car Co. I hope you will find it of some interest. 
Sincerely yours, 
L. D. RAmMBEAU, Apple Crest Farm. 


PEARSALL, TEX. 
Hon. A. 8S. MIKE MONRONEY, 
Senate Building, Washington, D. C.: 


Bill you propose on auto price can only work hardship on manufacturer and 
dealer without any accomplishment. Quoting automotive news this date, average 
auto dealer was in red for 1957. Putting price tags all over car won't help 
this. Price consumer pays is all that counts and this can be remedied by the 
auto dealers themselves. 

BEALL-CooK CHEVROLET Co. 


BIRMINGHAM, ALA., April 16, 1958. 
Hon. M. MONRONEY, 
United States Senate, Washington, D. C. 


DeaR SENATOR: I am enclosing copy of a letter which I wrote under recent 
date to Mr. Tex Colbert, president, Chrysler Corp. 

In it, as you will note, I discussed your proposed bill regarding publication of 
factory list prices of new cars, a bill I am most wholeheartedly in favor of. 

I will contact in the very near future both Senators Hill and Sparkman and 
urge them to give this bill their support in order that some sort of order may be 
restored again to the jungle of automobile sales. 

Please accept my sincere thanks for one for taking an active interest in a situ- 
ation which threatens to get out of hand completely unless checked in time 
with the public as usually left to pay the bill. 

Sincerely yours, 
HERBERT BLATT. 


APRIL 12, 1958. 
Mr. Tex CoLBeErt, 
President, Chrysler Corp., 
Detroit, Mich. 


Dear Mr. Corsert: In view of the reports published in the daily press, and 
I am particularly referring to the article on the front page of the New York 
Times of April 10, 1958, I would have thought that the purchase of an auto- 
mobile in the “upper medium price range” would be a relatively simple trans- 
action and my only problem would be keeping the salesmen away from my door. 
It was, therefore, a revelation for me to see what actually happened. Permit 
me to tell you what did happen. 








AUTOMOBILE PRICE LABELING 191 


Having been a satisfied user of Chrysler products for the past 10 years and 4 
ears, the last 2 being DeSotos purchased from the same dealer, I was not even 
interested in any other make and only approached your local DeSoto and 
Chrysler dealers. I am interested in either a 4-door, air-conditioned Firedome 
DeSoto or equally equipped Saratoga; actually my present car is in excellent 
condition, and I am not in urgent need of an automobile but thought this might 
be a good time to trade. But then is there ever such a thing as a good time to 
trade? Neither dealer made any intelligent sales effort. Your DeSoto dealer 
named 1 price on 1 car which carried tremendous packing and which was not 
at all equipped to my liking, and your Chrysler dealer insulted my intelligence 
by suggesting buying a car they had on the floor and having my own air-condi- 
tioning installed elsewhere. I left my business card with both dealers, but 
even though I saw them 10 days ago I haven’t heard another word from them. 

Actually it really doesn’t make a lot of difference to me, as pointed out my 
ear is still in excellent condition and my interest in a 1958 model was strictly 
an impulse but I am sure that any interested and intelligent dealer could have 
sold me a car. The dealer probably wouldn’t have made a fortune on it but he 
could have made something on it and moved a unit out. 

But what struck me most about the whole matter was the lack of sales effort 
put forth by either salesman and worse yet lack of knowledge as to the product 
they were attempting to sell. The Chrysler man particularly was unable to tell 
me what was and what was not included in price, what equipment was standard 
and what optional, engine options, ete. 

Actually, to my way of thinking the dealers could do themselves no greater 
favor than: (1) Teach their salesman selling and everything there is to know 
about their product, and (2) To promote selling of their product as a career in 
order to attract more capable and stable men and eliminate some of the drifters 
so common in showrooms these days. The average salesman today is incapable 
of talking intelligently about his product and only knows the stock phrases 
taught him during sales meetings. Followup, telephone, solicitation, even calling 
back a customer who called or even being there and on time for appointments 
are virtues of selling the average salesman has never heard of or long forgotten. 
It seems that if the customer doesn’t buy the first car shown him at the first 
price offered (no matter how ridiculously padded) any further effort by the 
salesman is considered waste of time. 

And this brings me to the question of price. Having been for many years a 
subscriber to Consumer Reports and having found their information generally 
correct, with their price tables as guide it is my opinion that the industry could 
do itself no greater favor than back to the hilt the proposed Monroney bill re- 
quiring labeling of cars with list prices in the showrooms. Some of the prices 
that have been quoted me during my visits to the two showrooms are absolutely 
ridiculous in relation to the suggested factory list prices and my faith in any 
price quoted me by any dealer is so shaken that even if he were to show me a 
factory invoice, I would not believe him but start searching for the hidden 
gimmick. 

Actually, from what I have heard about the proposed bill introduced by Sena- 
tor Monroney, I feel that it should even go further. It should require attach- 
ment at the factory of a label showing retail list price at the factory of not only 
the car itself but of all the options, extras, etc., on the car when shipped from 
the factory to the dealer. To this the dealer should be allowed only to add ship- 
ping costs, State, and local taxes and make-ready costs. To my way of think- 
ing the manufacturers have or should have a greater stake in such a bill since 
they stand to lose more than anyone else if the public continues to lose more 
and more faith in the manufacturers and dealers. And actually in the long 
run the dealers themselves would find that they can make more profitable deals 
since the public, once it feels that the price quoted is a fair one, will be less apt 
to try to bargain even further. 

Naturally, I realize that you have no direct control over any of your dealers. 
But I also feel that you as a manufacturer should be most anxious to sell as 
many cars as possible. And furthermore, I would like to point out that in no 

yay do I feel that the above comments are only directed against your company, 
but since I am an old and satisfied Chrysler user, I only shopped Chrysler 
products. Consequently, above remarks are based upon my experiences with 
them. But I would like to assure you that from what I have heard from friends 
of mine who deal with dealers of other makes, they have more or less the same 
experience. 
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I do not for one minute try to convince myself that this letter will revolu- 
tionize the sales policies of the automobile industry but I also feel that unless 
something is done somewhere along the way, the economy of this country as 
a whole is seriously endangered and all of us will suffer. 

Thanking you for taking the time to read this, I remain, 


Very truly yours, 
Hersert Barr. 


HUNTINGDON, Pa., March 25, 1958. 
Senator A. S. MIKE MONRONEY, 
Senate Office Building, Washington, D. C.: 

May I commend you, Senator Monroney, for your proposal of an automobile 
price labeling bill. This is surely much needed legislation. If the general 
public were to know how far these practices have gone, there would be righteous 
indignation all over the country. 

With many, we share the hope that your efforts will be successful. 

DP. S.—A clipping from the Journal of Commerce of Tuesday, March 18, is 


attached. 
Auto Price Tacs UrGep By MONRONEY 


Senator Monroney (Democrat, Oklahoma) proposed an automobile price 
labeling bill he described as designed to “do away with the advantage now held 
by a few unscrupulous dealers.” 

He said in a statement that the measure he was introducing would require 
new cars to have labels showing, among other things, the retail price suggested 
to dealers by manufacturers. 

At present, Senator Monroney said, “the dealer who is honest about the so- 
called list price cannot compete with the one who packs several hundred dollars 
extra into it so he can pretend to give you more on your trade-in.” 

Besides the price, the label he proposed would carry the name, make, model, 
serial number, freight charge, final assembly point, method by which the car 
had been shipped, and the dealer to whom it was shipped. 


IRVING, Tex., March 21, 1958. 


DeaR SENATOR MONRONEY: The enclosed clipping is from the editorial page 
of today’s Dallas Morning News. 
As a recent purchuser of a new car, I can sincerely endorse your proposal to 
require the price to be clearly stated. 
Sincerely, 
JAMES B. THOMAS. 


Cordially yours, 
WILLIAM B. Swicart, Jr., 


EvprebD, Pa., March 18, 1958. 
Senator MIKE MONRONEY, 
Senate Office Building, 
Washington, D.C. 
Mutual Benefit Insurance Co. 

DeaAR Sir: I think your idea and bill, regarding price labeling of customer files 
is a fine thing. 

Recently, in trading cars, I was getting a new Fiat. The price was $1,800 or 
right near that figure. They were to pay the little balance back on my trade-in 
car and give me the downpayment on the new Fiat. The reason I was trading is, 
the Fiat was to save me around $2 a day in gasoline—which it is more than 
doing. 

However, after the deal was all settled in talk—I went to watching them sery- 
ice the new car and paying little attention to the making out of the papers— 
never thinking but what we had the deal all decided upon. 

A little while later they called me to sign the papers—still not thinking fur- 
ther about the deal we had decided upon—I signed the papers—stuffed my copy 
into a pocket and went back to watching them get the car serviced—which at 
the last I caught on they were only half doing. 

A day or so later at home I looked over my car papers. They raised the Fiat 
price up to something over $2,000, did not even give me anywhere near book 
price for my car which was an exceptionally nice, well-kept car. 


Se 
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Then there were two sets of rear tires with my car—one set they were to re- 
turn to me. They failed to do this and after more and more talk lately—they 
say they guess they will buy the tires but still—no buy. 

Taking the Fiat back for service they never wipe off a grease fitting—just in 
goes mud, sand and all, into the grease fittings. The service calls for body 
bolts to be tightened, which they do not do. The brakes are supposed to be 
adjusted—which they do not do—they do, nothing. 

There should be some way, of controlling these car dealers, but how, is be- 
yond me. 

They tell any kind of a fancy story to get you to deal, but brother, after the 
deal you better watch out, or you will go home with no pants or shirt. 

My next service, they are going to have quite a battle with me and I will try 
and get the Fiat serviced but as for the fancy paperwork I do not suppose there 
is anything I can do now because I failed to have the brains to look what was 
going on. 

Sincerely yours, 
RAYMOND SMITH. 


NEw York, N. Y., March 20, 1958. 
Senator A. S. MONRONEY, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR: According to the attached copy of Selling Slants from the 
Saturday Evening Post, a very high percentage of dealers agree with your 
pending bill to require automobile price tagging. 

As an individual, I agreed with the idea. I see no reason why the automobile 
industry can’t live and prosper and still tell the public exactly what they are 
paying for automobiles. 

Sincerely, 
CHARLES E, BALLARD. 


MONTGOMERY COUNTY AUTOMOTIVE DEALERS ASSOCIATION, 
Dayton, Ohio, March 24, 1958. 
Hon. A, S. “MIKE” MONRONEY, 
Senate Building, Washington, D. C. 


Drar SENATOR: Ever since January 1956 when it was my pleasure to hear you 
as one of the featured speakers at the NADA convention in Washington, D. C., 
I have admired your ferthrightness and frank approaches concerning what I 
believe to be malpractices in the automobile industry. 

I am particularly pleased to learn that your views expressed at that time have 
remained unchanged as regards the need for realistic pricing of new cars and 
trucks at the point of manufacture. I have never been able to explain or under- 
stand the great mystery that prevails in our industry concerning the price of our 
product to the consumer. 

You are to be complimented for your introduction of Monroney bill, S. 3500. 
I think it’s as sound as a dollar, a silver dollar at that, and it ought to be enacted 
into law without prolonged discussion. 

As a further and much needed adjunct to improve the merchandising of new 
cars and trucks, it is my hope that our lawmakers will seriously consider NADA’s 
suggested program of equality of competitive opportunity. This is in my humble 
opinion a real cure for maldistribution of new cars and trucks, a malady that has 
done great harm to many dealers and has been the contributing factor to distorted 
advertising and unethical merchandising of cars. y 

The public is entitled to the facts concerning What they are about to invest 
their money in, to be sure. And their right to bargain and buy when and where 
they please must never be hampered or denied them. However, dealers, to 
protect their investments and to encourage them to remain ethical at all times, 
must have fair and equitable ground rules under which to work. 

NADA’s program of equality of competitive opportunity provides all of this- 

Cordially and sincerely, 
Rapa BD. CAvERLEE, Secretary-Manager. 
24776—58—_—14 
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BARTLESVILLE, OKLA., March 18, 1958. 
Senator A. S. MonroneEy, 
Senate Office Building, 
Washington, D. C. 


Dear Sie: I read in the last evening’s paper where you are offering an auto- 
mobile labeling bill. I think this is an excellent idea. Every dealer should be 
required to post in a conspicuous place the basic price of the car, freight charges, 
taxes, accessories prices, etc. I bought a new car a couple of years ago and I 
still don’t know whether I paid the right price for it. As a result I will not buy 
off of this dealer again. 

When on the subject of automobiles the new road program comes to mind. I 
don’t want to see signboards along the highway. One of the nicest things 
about the turnpikes in Oklahoma is the lack of signboards although there are 
some being set up. I make it a policy not to patronize businesses that practice 
putting up signboards. 

I have disagreed with many of your ideas but I want to express my apprecia- 
tion for the car-labeling bill. 

Very truly yours, 
Louis F. HECKELSBERG. 


SAN FRANCISCO, CALIF. 
Washington, D.0.: 
Senator A. S. MonrRoNeEy, 
Washington, D.C.: 


Your price-labeling bill as reported automotive news terriffic. Vital this 
legislation be enacted for industry. 
A. 8. Hooper, President, Van Ness Oldsmobile. 


Nutt ey, N.J., March 19, 1958. 
Mr. MONRONEY, 


Senator From Oklahoma, 
Senate Office Building, Washington, D. C. 

Deak SENATOR MONRONEY: I want you to know that I am pleased that in the 
midst of all the news about rockets, business conditions, unemployment, etc.., 
you have occasion to sponsor corrective measures in the marketing of automobiles. 

In my opinion, it is absurd that in a countrywide operation of the size of the 
auto industry it is practically impossible to get a firm price figure on a car. 

If the information in today’s press quotes your proposals correctly, please be 
assured you have my support and I am sure that of the entire consuming public. 

Very truly yours, 
G. M. Barrow. 


[From the St. Louis Post Dispatch of April 3, 1958] 


LIE ON THE PRICE TAG 


A customer ought to be able to know the actual price of the automobile he 
is buying. That is surely asking little enough. Yet it is asking more than many 
automobile buyers nowadays receive. To stop deceit about car prices is the 
purpose of a grand jury investigation which the United States Department of 
Justice has just opened at Washington. The grand jurors are looking into the 
practice known as “price packing.” 

“Price packing” is simplicity itself. The dealer lies to the customer about 
the manufacturer’s suggested list price, adding several hundred dollars so he can 
seem to give an excesssively high trade-in on the old car without actually 

ving it. 
orn “price packing” dodge is a headache to reputable automobile dealers and 
manufacturers as it is to customers. Harlow M. Curtice, president of General 
Motors,: testified 2 years ago to a Senate subcommittee headed by Senator 
Monroney of Oklahoma that while the practice undermined confidence and 
fostered new-car bootlegging to used-car dealers he had been forced to condone 
it in order to enable his dealers to meet competition at local levels. One com- 
pany alone was powerless to correct the evil, he said. 
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Perhaps the easiest and quickest way to break up the racket is through a law, 
proposed by Senator Monroney, requiring every new car to bear a label showing 
the manufacturer’s suggested price. A dealer who is not willing to show his 
customer what the manufacturer thinks the product is worth does not deserve 
the customer’s business. The Monroney bill would make concealment of this 
essential fact conspicuous enough to be unprofitable. 


HOLMESBURG, PHILADELPHIA, PA., April 17, 1958. 
Senator A. S. MonRONEY. 
Dear Sir: I support your bill for the protection of automobile buyers. 
How about some help for truck buyers, new and used trucks? 
Yours truly, 
L. G. Scort. 


ARLINGTON, VA., March 24, 1958. 
Dear Sir: I wish to add my approval of the legislation you have introduced 
which will require labeling new automobiles with such data as factory-suggested 


retail price, origin of shipment, freight, etc. 
M. R. PARKER. 


VENTURA, CALIF., March 30, 1958. 
Senator MoNnROoNEY. 

GREETINGS: People are getting tired of buying cars loaded with gadgets and 
gee-gaws, also, most of us would like to know the real price of an automobile, not 
the horse trading price. They put a high price on the car, so they can give you 
or me a big price for our trade-in. We are getting tired of being suckered, now 
that we have our eyes opened. When the auto industry doesn’t have customers, 
it makes a big dent in the economy. It is too bad that this country has its eggs 
in one basket, but I think we do. 

CLAUDE C. COFFMAN. 


STILLWATER, OKLA. 
DEAR SENATOR MONRONEY: Count me in as favoring the auto pricing bill. 
W. G. THUESIN. 


PHILADELPHIA, PA. 


Dear SENATOR MONRONEY: We should have more men like you to get the bills 
passed for the small people for price fix for cars. 
Mrs. H. Scuuttz. 


PHILADELPHIA, Pa., April 18, 1958. 
Re new bill for the protection of automobile buyers. 
Mr. SENATOR: I have long seen the need for such a bill and I congratulate you 
for it. 
I give you my full support. 


Sincerely yours, 
Jos. T. BYRNE. 
PHILADELPHIA, Pa. 
Dear SENATOR MonrRONEY: This is a good bill and deserves to pass. We know 
from going around for cars for 18 years. Good luck. Will see what the other 
Senators are made of. 


Sincerely, 
HELEN Murpnry. 


Monson, Mass, April 21, 1958. 
I’m in favor of detailed price tags on automobiles. We need legislation re- 


quiring this. 
Ricnarp D. Erxiorr. 
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NEw HO Luann, Pa., May 1, 1958. 
Dear SENATOR: Your proposed bill to force auto dealers to show factory list 
prices is a very good one indeed. We have been duped long enough. Best of 
luck to you, Senator. 
Sincerely, 
Louis R. TREMBLAY. 


Houston, TEx. 
Dear Senator: As a former resident of Oklahoma (and a good Democrat), 
may I congratulate you on your bill to require price tags on automobiles? I 
hope you make it. 
MATTHEW W. Rosa. 


Marcu 18, 1958. 

HONORABLE Sik: Today I read about your bill to require auto dealers to post 
their prices on cars. 

This to me is a very good idea, and I am today sending the clipping to my 
Senator, Hubert H. Humphrey, of Minnesota, to back your bill. This is 
one way to give the buying public at least a little protection. 

Auto contracts tie up more workers’ capital and for longer periods than any 
other business. They have a product on which it seems very easy to oversell a 
lot of people. 

C. J. SMITH. 





COLORADO SPRINGS, COLO. 

DEAR SENATOR: I read an account of the bill purported to be sponsored by you 
in the Free Press, Colorado Springs, dated March 18, in regard to the labeling 
of each car with price, etc., ete. 

I heartily concur with the Senator, and in order that justice be done all the 
way around, I submit that the customer should also label his car with the same 
pertinent information. Obviously it becomes a “con game” if only the dealer’s 
ear is labeled. 

Incidentally, Senator, I work at one of the few dealerships where cars are 
plainly priced, Marksheffel Motor Co. (Dodge-Plymouth). 

Sincerely for justice, 
BERNARD L. BARRIE. 


MosiLez, ALA., April 10, 1958. 

Dear Siz: Thanks so much for the comment that the United States should have 
small cars made in the United States of America. 

We have an old Army jeep and love it. Even when we do buy a new car—we 
would hesitate to buy the wider and longer Chevvy, ete. With simpler bodies 
demanding the repairs, insurance rates could drop too. 

Devotedly, 
VIRGINIA MCALLISTER. 


I approve and hope it is passed new auto-price-tag law, and if passed strictly 
enforced. Should been done long while ago, public has been taken over long 
enough. Pass bill and put into effect quickly. 


AUTO OWNER. 


Los ANGELES, CALir., April 15, 1958. 
DEAR SENATOR: Many thanks for your interest in car-buying subject. And 
while you are at it will you please try to clear up the f. o. b. charges for a 
ear that is assembled here, in Los Angeles, and we have to pay a charge from 
Detroit. I am sure that millions of people will be very grateful to you if that 
is taken care of. 
Sincerely, 
HENRY WEBER (A Good Democrat). 


P. S.—Our mailman has the same responsibility as the rest of us. His salary 
should be adjusted to meet the high cost of living. 
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Darsy, PA. 


Am in favor of bill to put factory suggested price on cars (new) plus any other 
odds and ends for new ear. 


J. STATFORD. 


PHILADELPHIA, PA. 


You have our support in the passage of your bill concerning the auto manu- 
facturers posting prices. 
Mr. AND Mrs. LESTER SHUBIN. 





MALVERN, Pa. 
Dear Sir: Congratulations on your long needed auto bill. It should have the 
full support of every car buyer. 
Yours sincerely, 
CHARLES H. MATHER. 





PENNDEL, PA. 
SENATOR MONRONEY: Thank God someone has the courage to introduce a bill 
to correct unethical practices by auto dealers. 
Yours, 
CHARLES H. SCHOETTLER. 


PENNDEL, PA. 
DEAR SENATOR: I read of your bill protecting new car buyers in an advertise- 
ment called Rolling Wheels written by M. H. Bury of Wilkie Buick Corp., 1770 
North Broad Street, Philadelphia, Pa. You have my full-hearted endorsement. 
CHAS. H. SCHOETTLER. 





Detroit, MicH. 
Dear SENATOR: As an old automobile man, I say we need your car-pricing 
bill. However, the industry and their man, Senator Potter, will oppose it. Next 
January Michigan will send you a new Senator in Phil Hart. 
Ike says we got to have heart. We in Michigan will comply. And lots of 
us don’t even belong to the UAW. 
C. W. Buscu. 


East POINT CHEVROLET DEALER, INC., 
East Point, Ga., March 24, 1958. 
Hon. A. 8S. MONRONEY, 
Senator of Oklahoma, 
Senate Office Building, Washington, D. C. 

Deak Sir: Since writing to you recently expressing my approval of your 
Senate bill, S. 3500, and after having received a copy of the bill itself, I am 
even more appreciative of what you are trying to do. 

I hope you will not feel that I am presumptuous when I offer a suggestion. 
It has to do with the fact that the bill, as now drawn, makes no provision for 
revealing the charge that an automobile manufacturer makes to a dealer cover- 
ing the Federal excise tax. I realize that this figure, as quoted by the manu- 
facturer, is not always accurate, and the amount paid by the dealer could well 
include other charges. However, in order to make the bill accomplish all that 
you have in mind, I feeel that this figure including excise tax should be a part 
of the information disclosed. 

There may be good and valid reasons why this particular charge by the manu- 
facturer to the dealer was omitted from your bill. If there is, please ignore 
my suggestion. If some dealers were permitted to insert a figure supposedly 
covering Federal excise tax, I am afraid that this would give them an oppor- 
tunity to again manipulate final retail prices of automobiles to the detriment 
of the buying public. 

I am very much interested in your proposed legislation and hope that you 
will be successful in your efforts to have it enacted. 

With sincere appreciation for the great service you have already rendered 
to the automotive industry and with kindest regards, I remain, 

Sincerely, 
ALTON M. COSTLEY. 
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Hast Pornt, Ga., March 18, 1958. 
Hon. Senator A. S. MONRONEY, 


Senator of Oklahoma, 
Senate Office Building, Washington, D.C. 

Dear Sir: I note with interest and pleasure that you are introducing a bill 
in the Senate making it mandatory that certain vital information be place, for 
public inspection, on each new car and truck manufactured in this country. 

I have been a Chevrolet dealer continuously for over 35 years and never have 
I seen the need for public protection, from the acts of a few unscrupulous auto- 
mobile dealers, as essential as it is today. What you propose would go a long way 
toward eliminating misleading advertising and other questionable tactics now 
being used by a handful of dealers to the detriment of the industry. As usual 
the final victim is the public. 

It has been my good fortune to have had the opportunity to testify before the 
Interstate and Foreign Commerce Committee supporting other proposed legisla- 
tion seeking to accomplish some of the things you seem to have in mind. In 
the past, one of the great objections raised by dealers to such efforts as you pro- 
pose has been the old cry, that we do not want any additional governmental 
regulations. I am afraid that we have reached the point where there is no 
other alternative. We seem unable or unwilling to eliminate that small per- 
centage of our industry that persist in taking advantage of an unknowing public. 

With sincere hopes that you are successful with your legislation and offering 
any services that I might be able to render, I remain, 

Sincerely, 


ALTON M. COSTLEY. 


BEVERLY, MAss., March 27, 1958. 
Hon. A. S. M1KE MoNRONEY, 
United States Senator, 
Senate Building, Washington, D. C. 


Dear SENATOR: I approve and endorse the sound fundamentals that you recom- 
mended in the Automotive News item of March 24. Everything that you say 
about new car practices are true, and equally so, in the handling of used cars 
as well. 

Strange indeed, and as you stated, “that in the most wanted products in the 
world (new and used cars) that the automobile business should continue to 
operate in a ‘marketing jungle’ fashion.” 

Speaking for many dealers, you have our warm appreciation for your untiring 
efforts, devotion and wise direction, in trying to correct the deceptive automobile 
marketing practices in existence today. 

Sincerely yours, 
DANIEL F’, PIEerre. 

P. S.: I thought that you would be interested in the comments enclosed herein. 


[Washington Evening Star, April 2, 1958] 
Auto DEALERS ACCUSED OF BoosTING LIST PRICE 


A Federal grand jury has started to look into Justice Department evidence 
that some Washington area automobile dealers violate the antitrust laws by 
fixing prices on new cars. 

Department spokesmen indicated the inquiry would center on an alleged 
practice of dealers’ associations in agreeing to boost and maintain prices sev- 
eral hundred dollars over the manufacturers’ suggested list prices. 


SYSTEM EXPLAINED 


This “packed price” system, it was explained, could enable a dealer to offer 
considerably more than the actual value for a used car turned in by a customer 
purchasing a new model. 

Dealers’ agreements of that kind, in the opinion of the Justice Department, 
could amount to price fixing that goes contrary to the Sherman Antitrust Act 
by tending to prevent legitimate competition in the retail automobile business. 

The Justice Department statement authorizing the grand jury inquiry men- 





AUTOMOBILE PRICE LABELING 199 


tions Washington associations of Ford, Chevrolet, and Chrysler dealers as 
those to be investigated. There were no other details about the nature or length 
of the inquiry. 

However, rumors were rampant among dealers today. One spokesman, an area 
official for one of the Big Three, said there are several versions being circu- 
lated. 

He said he has heard that the inquiry is directed against dealer associations ; 
again the only individuals will receive subpenas and that all new-car dealers 
in the Washington area will be called before the grand jury. ; 

Spokesmen for dealer associations holding Ford, Chevrolet, and Chrysler 
franchises all said they wished to be quoted as making “no comment at this 
time.” 

MONRONEY BILL 


The general problem is not new. Department officials said it has been under 
study there for some time. Moreover, a Senate bill recently was introduced 
by Senator Monroney, Democrat of Oklahoma, to cope with the same situation. 

This bill would require automobile salesrooms to display on each new car a 
label stating the manufacturer’s suggested price. Senator Monroney, in spon- 
soring the measure, said such a requirement would protect dealers themselves 
from unfair competition by others who “packed” prices, and also would safe- 
guard the customers from having to pay several hundred dollars more than 
normal on trade-ins. 

APPLIES TO ALL DEALERS 


The move to investigate the alleged practices in this area came to light yes- 
terday after the Justice Department filed an authorization in United States 
district court for the grand jury inquiry. There had been no advance an- 
nouncement by the Department and there was no further comment today. The 
evidence will be presented by Paul A. Owen, Merle D. Evans, and Jennie Crowley, 
Department attorneys. 

Department officials said the authorization is sufficiently broad to apply to 
all dealers in the Washington area. But those specifically named were the 
Ford Dealers Advertising Fund, Inc., Greater Washington Chevrolet Dealers 
Association Cooperative, Inc., and the Chrysler Dealers Association. 





[Advertisement] 
RoLLINnGe WHEELS 


A new bill has been introduced in the United States Senate for the protec- 
tion of automobile buyers. Drafted by Senator Monroney, (Oklahoma), it would 
require that each car carry a factory label disclosing (1) factory-suggested 
delivered prices of car and of “physically attached” optional accessories; (2) 
name, make, model and serial number; (3) final assembly point of car: (4) 
name and location of dealer to whom car was originally shipped; (5) method 
of transportation of car between manufacturer and dealer; (6) amount of 
transportation charge from assembly point to dealer; (7) total factory-sug- 
gested delivered price for car, accessories and transportation as listed. 

The proposed legislation would require the label to be affixed by the manu- 
facturer before shipment and would carry a fine of $1,000 for willfully removing 
such label or making it illegible prior to retail sale of the car. 

This is a good bill and deserves the endorsement of every motorist. You can 
support it by writing to Senator A. S. Monroney, Senate Office Building, Wash- 
ington, D.C. Its passage would correct many unethical methods now in practice 
by certain unscrupulous dealers. 

Pending its enactment into law, if you want to remove all doubt about your 
next new-car purchase, come see us. The points listed in this Monroney bill 
have been practiced by us for many years. We never misrepresent the car, the 
equipment, the price, the terms, or the conditions when we sell a new or used 
ear. 

M. D. Bory, 
President, Wilkie Buick Corp. 
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“Z”’ FRANK BEFORE You Buy 


Curcaco, March 21, 1958. 
Hon. A. S. MOnRONEY, 
United States Senate, 
Washington, D. C. 

My Dear SENATOR MONRONEY: I would like to introduce myself as one of the 
largest Chevrolet dealers in the United States, and am quite concerned about 
the complete confusion in the public’s mind regaiding the ability of the people 
to get a like retail price on a nationally advertised automobile from any two 
dealers. 

I recently read some of your remarks pertaining to this situation and have 
reviewed to some degree the bill that you propose preparing—which would ne- 
cessitate the manufacturer placing the suggested retail price on the window of 
every new car shipped. This would suggest the retail price f. o. b. Detroit, with 
added freight charges, plus optional euipment, with a $1,000 fine to be imposed 
on anyone removing the sticker from said car. 

While I am not thoroughly familiar with your proposed legislation, gener- 
ally speaking it covers many of the important things that are needed to clear 
up the confusion in the American public’s mind regarding the pricing policy on 
automobiles and I think will go a long way toward allowing the dealer to make a 
more honest and fair profit. 

I would appreciate receiving a copy of your proposed bill, and hope you will 
do everything possible to see that this type of legislation is passed, which would 
definitely be a protection to all automobile dealers wishing to do business on a 
legitimate basis, as well as the millions of American people who annually buy 
automobiles. 

My congratulations to you for the outstanding job you are doing. 

Sincerely yours, 
Z. S. Frank, President. 


JERSEY City, N. J., Varch 19, 1958. 
Hon. A. 8S. MONRONEY, 
United States Senate, Washington, D. C. 


My Deak SENATOR: Congratulations on your bold stand in advocating price-tag- 
delivered prices on all automobiles. 

I was in the automobile business as a sales manager 20 years ago. In those 
days and in previous times, price tags were on cars with prices itemized, showing 
freight, handling, and all equipment after the car’s f. o. b. price. 

Today, none of the dealers will tell you how much the freight or handling 
charges you are asked to pay for are. They say, they don’t know, that this is 
the price the factory bills us. This is a lie. Dealers pay their own freight, the 
handling charge originates with them. They don’t even show Federal taxes, 
which some of them pad illegally, too. 

It is time the automobile dealer is forced to do as furniture, appliance, clothing, 
liquor, etc., dealers do—show the price to the buyer, as he himself is given a 
breakdown by the factory. 

Respectfully yours, 
F. H. HOONAN, 


Summit, N. J., March 18, 1958. 
Senator A. 8. (MIKE) Monroney, 
Washington, D.C. 


Deak Senator: I heartily endorse your proposal to require auto dealers to 
post realistic retail prices on their cars as it is impossible at present for a buyer 
to know what the price should be. 

The posted price, in my opinion, should include the actual cost to the dealer 
of the car including all extras, actual delivery charges, and the recognized 
dealer’s commission. The latter varies from car to car but, I believe, amounts to 
20 or 25 percent in most cases. 

The dealer’s percentage profit on extras should be no greater than on the car 
itself and so-called handling charges for cleaning the car and preparing it for 
delivery should not be added. They are used as an excuse for present padding 
by many dealers and should come out of his overall profit. 

Yours very truly, 
T. W. HAWEs. 
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ENGLEWOop, CoLo., March 19, 1958. 
Hon. MIKE MONRONEY, 
United States Senate, Washington, D.C. 


DeEaR SENATOR: The attached appeared in last night’s Denver Post. 

You are to be commended most highly for being the proponent of this bill to 
clarify the price labeling of automobiles. 

In just a few hours since this news hit the newspaper many of my friends 
have passed favorable comment on your intended action. 

For several years now it has been a travesty on honest business practices 
whereby automobile dealers can make a secret out of the true retail price of 
their merchandise—and yet at the same time all other industries advertise their 
product and include therein the factory retail price. 

It might be well to also insist that automobile manufacturers once again in 
their national ads include the factory retail price so that at no time is there a 
shadow of doubt in the public mind. 

Once again—you are to be commended for this type of action which reaches 
down and aids so much of the citizenry of the Nation. 

Keep up the very fine work—and do not waver! 

Most sincerely yours, 
JIM PARSONS. 


Marcu 18, 1958. 
Senator A. S. MIKE MONRONEY, 
Senate Office Building, Washington, D.C. 
My Dear SENATOR: I think your auto-price-labeling bill is well worth serious 
consideration. 
There is a very definite tendency toward fraud springing up in the sale of 
ears, particularly those not of immediate currency. 
You continue to do a good job. My congratulations. 
Across the years, 
HERBERT BAYARD SWOPE. 


GoopMAN’S, INC., 
April 17, 1958. 
Senator A. S. MONRONEY, 
Senate Building, Washington, D. C. 


DEAR SENATOR: I am delighted to read that hearings on auto marketing 
practices will commence on the 21st. 

Many Americans to be sure feel as I do, that the only thing wrong with our 
economy is “lack of confidence.” How can anyone buy the car, refrigerator, or 
fur coat and not feel that if they looked just a bit longer they may very wel 
buy for less. 

Knowing that the asking price is a true price would cause everyone to buy 
whatever he may desire and need. To know however that if you wait long 
enough some retailer will get hungry or get into a price war and bang go the 
prices downward. This goes for the manufacturer as well, built up inventories, 
must be turned into money, so what does he do, but unload to the quantity user 
and again down go the prices. 

Senator, I am sure we would soon forget the word recession and buy the new 
suit or what have you, if only one knew the true price, not subject to change 
tomorrow or next week, that the fellow down the street is not or may not offer 
the same item for less. 

I wish your committee much success and I hope sanity again prevails at least 
pricewise in this wonderful land of ours. 

Yours truly, 
R. M. GooDMAN. 


JENKINTOWN, PA., April 19, 1958. 
Senator A. 8S. MonRONEY, 
Senate Office Building, Washington, D.C. 
Dear SENATOR: I write to sincerely urge you to follow to final passage your 
proposed auto retail price tag bill. 
You are certainly right with this bill. Best wishes, I am, 
Sincerely yours, 
Lacy L. ReEpp. 
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RipGEwoon, N. J., March 19, 1958. 
Senator A. S. Monroney, 
Senate Office Building, Washington, D.C. 


Deak SENATOR: It is true the American sport of bargaining for a new car is 
fair game, but to only one of the contestants—the dealer. 
Sincerely hope you can place into law your price tag bill to make the sport 
more equitable. 
Yours very truly, 
W. H. CRANE. 


New Jersey newspaper, March 18, 1958: 
[By the United Press] 
Car LaBet Britt AIMS AT PRICE TaG 


WASHINGTON, March 17. 


Senator A. 8S. Mike Monroney, Democrat, of Oklahoma, suggested today that 
the Government arm auto buyers with a pertinent but generally secret fact: 
How much does it cost? 

The Oklahoma Democrat said car buyers can find out almost anything else 
about a car: “Hydromatics, mercomatics, dynaflow, torsion-bar suspension, seat 
lifts with a memory, and even dual- and triple-fuel injection.” 

“But the one simple fact you really want to know—how much does the darn 
thing cost ?—you can’t find out at all,” he said in a statement. 

Senator Monroney announced he is offering an auto-labeling bill. It would 
require new-car dealers to mark cars with data on the manufacturer’s list price, 
method of shipment, and freight charges. 

“It would not remove the opportunity for retailer and purchaser to engage 
in that great American sport of bargaining over prices of both the new car 
and the trade-in,” the Senator said in a statement. 

His labeling proposal would require name, make, model, serial number, freight 
charge, final assembly point, method of shipment, and dealer to whom shipped, 
as well as the factory’s suggested list price. 


Temper, Ariz., March @1, 1958. 
Senator MIKE MoNRONEY, 
Washington, D. C. 


Dear SENATOR: Your recent proposal on automobile price labeling is just the 
thing the industry and the buyers need. For some time I have felt the same 
way but have felt rather helpless as far as being able to do anything about it. 
However, I have written to auto magazines and one manufacturer with un- 
fruitful results, of course. The opposition to auto price legislation speaks for 
itself. 

Many of my friends feel as I do about buying a new automobile. They have 
had about enough of auto. dealers’ and salesmen’s double-talk. Some feel they 
have been “taken” after buying and then comparing with other purchasers. 
The manufacturers blame the drop in sales to the recession. But more than 
that is involved. I believe auto buyers are getting wise to the situation and 
that auto makers and dealers are in for a long overdue awakening. (Now if 
someone wants to investigate rackets, the auto-selling business is really ripe.) 

Following are quotations from an article I recent sent to an auto magazine: 

“* * * experience of new car buying has taught me a few valuable lessons. 
They might be of value to others contemplating the same venture. First, be 
wary of advertising that is unusual or appears to be giving you something for 
nothing. It may not be what it seems * * * or even a downright lie. Do not 
be fooled by false invoice figures. Most dealers follow a repugnant * * * habit 
of price packing. Yuu don’t know the real value of the car you wish to purchase. 
You may pay up to $800 more for your car than the man who bought an identical 
ear the day before. (Isn’t that an unhealthy situation?)” 

Congratulations on your proposal. 

Sincerely, 


MERRILL G. WHEELOCK, D. D. S. 


i 
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WASHINGTON, D. C., April 18, 1958. 
Dear SENATOR MONRONEY: I am pleased to read that you are interested in a 
bill that would place a manufacturer's price label on all new automobiles. Also, 
the many added “accessories” should be called by their right names (as agreed 
upon by makers and dealers) so they could be priced and identified by the public. 
I have recently bought a new Ford car from Cherner Motors at Florida and 
18th Street and was badly cheated, both on my “old” car (a 1957 Ford that had 
gone only 12,000 miles and on which I had had to replace the clutch 3 times) 
but on the new one, as the enclosed figures will show you. 
Needless to say, I will never buy another Ford. Having driven 40 years I 
have reached the age where money is scarce, and I hate being cheated. 
Sincerely, 
LOvISE N. WHEELWRIGHT. 
Custom 300, 4-door sedan; factory suggested price, $2,156; dealer’s price, 
$2,248. (Dealer’s price on my car was $2,537 instead of Ford’s suggested price 
of $2,156 or “‘dealer’s price” of $2,248, as shown.) 


Factory 








Accessories suggested Cost 
delivered 
price 
Fordomatic drive_._. Soda ie an ininltiteca Selva as tae te aetna aaa ‘ $179. 80 $190 
POWOr MOTINE 6 oincoccncs ck die ok dese aes Cee ica ea taeda naam 68. 70 77 
I Se I ein Ginga ain aeckiceb ean cites <amaiaebieaiieimaiaeeaa aie malls 44. 60 8 





ScaRFF Morors, 
Auburn, Wash., March 27, 1958. 
Senator A. S. Mike MONRONEY, 
Senate Office Building, Washington, D.C. 


DeaR SENATOR MonrROoNEY: An article appeared on page 33 of Automotive 
News this week concerning a labeling bill you have introduced requiring that 
certain information, including the manufacturers’ suggested list price, appear 
on every new car. 

Your bill would go further toward cleaning up such things as bootlegging, 
packed prices, and the general total confusion existing in the retail automobile 
business today than anything that has been suggested to date. Also, I’m sure 
it would be a tremendous boost to sales in the present lagging new car market. 
People would flock to the dealers’ showrooms just out of curiosity, if for no 
other reason, to see exactly what new cars cost these days. People haven’t 
been able to really find out for several years now. 

You undoubtedly know that if a poll were taken of all the new car dealers in 
the United States that the big majority of them would back your bill 100 per- 
cent, inasmuch as most dealers are honest and ethical in their practices and 
would like nothing better than to clean up the mess. And public confidence 
could again be restored in the new car retail industry. 

My father founded our Ford dealership here in Auburn 86 years ago, and 
my brothers and I would like nothing better than to continue the business on 
for as many more years, with the same set of principles of honesty and integrity 
under which we have always operated. But it is going to take something like 
your labeling bill to make it possible. 

Yours very truly, 
R. W. ScarFF. 


PHILADELPHIA, Pa., April 20, 1958. 
DEAR SENATOR: My hat’s off to you for introducing that bill for labeling cars 
at point of shipment. We are solidly behind your laudable efforts. Good luck. 
I’m writing to Senator Clark, whom we admire. I'd write to Senator Duff 
but he’d probably ignore it as he has other mail from me. 
A. ALLEN RossIns. 
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SoutH HAvEN, Micu., April 12, 1958. 

Deak SENATOR MonkONEY: I have a question—in conjunction with some ex- 
cessive car prices—I would like to know how much of a $3,400 car price is 
taxes—hidden or otherwise. 

I am a prospective car buyer. I have a 19538 Olds. bought new by me in 
May of 1953 for $2,985—same car with same equipment is now $3,695. This 
definitely unwarranted price increases. I can afford a new car—even at these 
prices—but I don’t pay what amounts to 9 months wages for a car. 

A Chevy dealer offered me a $3,400 station wagon—on a no-trade-in basis— 
for $2,900 and told me he could take off $600 more for taxes that are paid on the 
car—10 percent excise—3 percent State sales tax plus many hidden taxes on 
parts, glass, rubber, etc. You in Washington are putting a lot of blame on 
dealers (I know you are right on a lot of them—probably 80 percent car deal- 
ers are a bit legally dishonest). But, the manufacturer and taxes are also to 
blame—let’s call all of the punches. And also check on car insurance—my car 
was worth $2,985, and insured full coverage for $96—last year’s premium was 
$66, car value around $900—this next year it has jumped to $87 and value down 
to $700. 

I am not employed in anyway that is connected with cars. I am a factory 
foreman 42 years old—2 years in World War IIl—Pacific theater—4 children 
boy in college—2 girls in high school—one at home—pay is $2.55—1 hour—own my 
own home—consider myself average. Also, am concerned about the welfare of 
our country and the people in it—as I know you are too. 

Sincerely. 








MARSHALL W. Corey. 


RImp_ey Park, Pa., April 19, 1958. 
Senator A. S. MONRONEY. 

HONORABLE Sik: I am in favor of your proposed bill requiring automobile 
dealers to display manufacturers’ retail list price on automobiles as per your 
specifications. 

Sincerely yours. 
RALPH H. Marin. 


Senator Monroney. If there are no further questions the hearings 
on S. 3500 will be adjourned. The subcommittee will meet in a few 
days to discuss the proposed amendments with a view toward report- 
ing a bill or not reporting it. 

We thank the witnesses for their helpful information. 

The committee will stand in adjournment. 

(Thereupon, at 4:12 p. m., the subcommittee was adjourned.) 


FEDERAL TRADE COMMISSION, 
Washington 25, D. C., April 21, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D. C. 


DEAR Mr. CHAIRMAN: This is in reply to your letter dated March 18, 1958, 
requesting an expression of the views of this agency on S. 3500, a bill to require 
the full and fair disclosure of certain information in connection with the dis- 
tribution of new automobiles in commerce, and for other purposes. 

The bill proposes to require the manufacturer or importer of new auto- 
mobiles distributed in commerce to affix to the windshield of each automobile 
a label on which is to appear information disclosing the name, make, model, 
and serial number, the final assembly point, the name and location of the 
dealer to whom the automobile is to be delivered, the method of transportation, 
the suggested retail price of the automobile and each of its accessories, the 
freight charges, and the total price of the automobile. Willful failure to so 
affix such a label, to label falsely, or to remove or alter such label will subject 
the offending person to certain prescribed fines or imprisonment. 

It is our view that the proposed bill will not appreciably affect the duties of 
the Federal Trade Commission, Although the bill does not spell out how the 
fines are to be collected or by whom these provisions are to be enforced, it is 
assumed that enforcement would be the responsibility of the Attorney General. 
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This agency has some concern with the fact that section 3 (e) of the act 
apparently will have the effect of mandatorily requiring the manufacturer or 
importer to establish a suggested, delivered, retail price to be affixed to the wind- 
shield whether or not the manufacturer or importer had in the past established 
such suggested price or whether, in fact, he had even deemed it desirable to do so. 
To eliminate this mandatory feature, the committee may wish to consider the 
insertion of the words “if any,” or other words of similar meaning, after the 
word “price” wherever it appears in section 3 (e). 

Since we do not believe the Federal Trade Commission will be granted any 
additional duties or responsibilities under the terms of 8. 3500, further comment 
on the proposed bill would serve no useful purpose. 

By direction of the Commission. 

JOHN W. GWYNNE, Chairman. 


N. B.: Pursuant to regulations, this report was submitted to the Bureau of 
the Budget on April 10, 1958, and on April 18, 1958, the Commission was advised 
that there would be no objection to the submission of the report to the committee. 


Rosert M, PArrisH, Secretary. 





THE SECRETARY OF COMMERCE, 
Washington 25, D. C., May 3, 1958. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce 
United States Senate, Washington, D. C. 


DEAR Mr. CHAIRMAN: This is in further reference to 8S. 3500, a bill to require 
the full and fair disclosure of certain information in connection with the distribu- 
tion of new automobiles in commerce, and for other purposes. We also refer to 
our previous letter of April 18, 1958, wherein we expressed the view that the bill 
should not be acted on favorably at this time. 

After further study of this and various other proposals which have been ad- 
vanced to encourage widespread revival and recovery of the automobile industry, 
which we recognize as a vital segment of our economy, we are now prepared to 
withdraw our former objection and to support favorable action on 8. 3500. We 
are aware that the Department of Justice is currently engaged in a roughly 
parallel program under the antitrust laws to eliminate objectionable practices. 
Nevertheless we now feel that 8S. 3500 appears to offer possibilities of more 
immediate restoration of the necessary confidence on the part of buyers in the 
integrity of the prices at which cars are offered. In particular the bill should 
operate not only to expose and thereby to eliminate the much discussed practice 
of “price packing,” but should also afford to buyers a better basis on which to 
judge the values offered them. 

This is the opinion of the Department of Commerce and has not as yet been 
approved by the Bureau of the Budget. In view of the time element involved, 
we are simply sending it for the additional information it contains which may 
be helpful to the committee. 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 





